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Foreword 

Economics-Political Science iProjetft 



Although by its. vfry name*^the Joint- CouBcil on Economic Education is obvi- 
oiiSly committed to improving the tgachin|. of economics* it has developed this 
Econdmics-Political Science Series -as a contribution to the teaching, of th§ broad 
social studies field. We believe that each pubUcation will ijnable teachers to 
achieve multiple purposes which rank high among the goals for the focial studies* 
and the production procedure for the series demonstrates effective steps and use 
of personnel to develop social studies instructional materials, 

The series is an outgrowth of the Economics-PoUtic^l Science project which was 
undertaken in 1973. The' project cam^e into being from a recognition that most 
social issues were becoming increasingly complex and multidimensional and yet 
social studies teachers were generally unprepared to haridle the teaching, of such 
issues.^ As a cfesulf, students were not being prepared to understand and act upon 
crucial matters either thrpugh default or ineptitude on tha part of their teachers* 
The J. M. Foundation had a strong commitment for many years to improve the 
quality of our nation's citizenship education and it^provided the JCEE with the 
initial grant to launch the Econonfics-Political Science Projec^ 

The core of JCEE strategy was to draw heavily from the ekpeflences and judg- 
ments of outitanding soaial studies teachers in diagnosing wha\ needed to be 'done 
and hdw to do it. The i^ajor program, recgmmended to lay a foundation for the 
project Ngas to conduct a national workshop jn which strateetc social studies 
teachers could be ^prepared' to teach complex, muhidimensional, social issues ef= 
fectively. With this experience as a beginning, it was anticipated that comparable 
training programs could be provided within states for other teachers* Further- 
more'; the experience ,df the national workshop could establish a basis for de= 
veloping materials for teaching the social issues; ■ /' ,. ' ^ 

As a preliminary step^ pilot programs were held for social studies teachers in 
North Carolina and Oregon to gain experience and advice regarding the purposes^ 
personnel, content, materials and procedures for the national workshop. Among 
the key recommendations which emerged were th^ foUowirig: (1> participants 
should Include ©utstanding high school teachers with backgrounds in economics 
and political science; (2) the workshop should focus on the, analysis of major 
social issues that involve economics and political science; (3) the workshop should 
focus also on the techniques and resources for teaching^the social issiies selected; 
(4) the slaff shoutd include personnel capable of providing the essentials of eco- 
nomics and political science, an analysis of the social issues drawing upon and 
interrelating the pertinent economics and political science, , and leadership in 
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doping leaching tecfiniques and materials; and (5) the 
' 'onducted in an ^cempiary manner so as to serve as a 
^held in thgiNurei within states and schdpl districts. 
^Political Science ^.l^roject Workshop waijqonducted 
using the cbnipul^fjHa^rford College site 
liladelphia as a reSQUrce for l^elating realistically the 
i^tte^ding were teamspf high schpql ioaal\ studies 
A ^een, selected carefully by Afflllated^^^^ncils on 

I very high degr^ h ' : ; 

ini^orksKj*)s defying With social issues were con; 
ers ih flv^regions of the nation, Jhese programs 
national workshop uand: made use ol^ teachers and 
itiorial workshop^d the regional 
ti6n,liExxpn Cprporatlbh (USA), 

. and the l»tll>^ Rouhdati^^ _ - ^ 

It was at thii stage Jft ihg 'Economics-Pblitical-^cien^/Project turned to the 
prpductioh of teachin^ife With* continuing grant^H^ the J- M. Founda- 
fion and: Bxxon Corpoc^on njSAyi. the JCEti etyipl^j^ four writing teams to 
^ develop resource lAlftS^ for tea|^^ majo^^^i^l issues' The resource units were to 
be designed io te^ tfte^ial Issues Analytically, ih|pgrating ecoriomic^ and polit- 
ical science in tl^professTand thtf^'we^e to ^rp\4dq diverse Ixamples and sugges^ 
' tions of uriitsvn^thodl; and resoi*«ces fbr classroom;^ use. In o^^er to achieve these 
aims, each te^ consisted oyn e^nbmist; poHric^ sciolist, two social studies 
' teachers, -arid ^ocial ^Aies^^Hdlilum ipedalist; Team; members had demon- 
strated thdr a^ties iniaridis phalirof trie Economics-Pblitical Science Project, 
» The writing teams weff convened by the JGEE for an intensive planning semin- 
'"^af in August 19'^ and, drawmg from the experiences and output of the national 
pift regional wprk^htes, t^y developed the focus, format, atid procedures for Uie 
. EconomiesrPolitical'SCTeneeiSenes. ^ ' i - 

It wafVagreed ^hatTresource guides were to be developed fpr analyzing the 
fdHowfng- HealtK^Cate Policy; Ta?e&tiori Policy; Economic Stabijizatiofi Policy; 
Government ^Regula^tion; Bnviron^erit|(l Polidy; Housifig Policy; and Crime 
Control and Preventi^fi Policy. ^ - I" , . . « 

' Bach resource gui^, was to contain the following elements; (1) a ddineatio!\ of 
^ the core concepts ^ ecwbmics and poUtical ^ferice arid their interrfiationships;^ 
(2) a Topic Over^e^fctfroviding background information fbr teapMrs and an in- 
depth economic^political sciende analysis of the problem area on %|iich the guide 
% fQcuses;^(3) a statement of the rationale and signiricancir of the jproblem area, 
emphasizmg its present and potential placte in the lives Df students; (4) an identifi^ 
cation of the objectives and outcomes from study of the problem area; (5) diverse 
■ examples of ctassroom levities, each designed to achieVta one or more of the 

objectives. ' * ) . ^'^^ 1 * j : 

Anoih6r major decision reached^ at that time. was ^ that there should^ extensive 
excharige/ reSfia^ and testing throughout, th^ developmental process. All the 
economists ar[f political sjientists would reM to^ each other's analyses and ;th€y 
would also receive reactions and suggestions from the high school social studies 
teachers. The ecbnbmists and pbliticaj scientists would review the content of the 

.^methodology prepared by the high school feachers and the teachers, would ex^ 
change their materials among themselves. Beyond all of this and of crucial im- 
^rtance. it was ^reed that the resource guides should be field-tested extensively 
in dlas^ooms throughout the nation. , . 

# All of these procedures have been followed rfnd now the Economics-Political 
Science Series is available^ We believe the series is unique not only in the separate 
features it embodies but more so injts composite emphases ^nd contributions: (1) 
a focui upon social issues of major interest and consequence to students; (2) 

' ' ^emphasis upon the teaching and learning of analytical skills* (3) the development 
of an understand,ing of the fundamentals of economics and political science, the 

' interrelationship between them, and the applicatibn of .both* disciplines m 
analyzing and acting upon sociaf issues; (4) the use of diverse, prpv^ teaching 
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straiigies artd resources ^^^t^^ at achjevini significant^ ; measurable 

. outcomes^ - i -t^ '''^'i-. 

Another/ quality of uniquerjesi that can be attri^ted to tjas^les is the range 
of people who h^vi been invplved (in a c^qse, working relaHorishipii coljege pro-;: 
fesspri and highischool teachers; economists andi^olitical sciehtists; Sjpecialists in 
' acalieinlc disciplines and^peciallsts in methodology; teachers front school systems 
" varied sizeS, locatftri, and studerrt populations! We bplkve all pf ^this h^s 
>f^oved to be effectivftj^and btfdes well for the development ofi social studies 

Each publication of the series identifies the people who have contributed td its 
etidn ^nd we extend our appreciatlpn to them fbr ;theif dedication and 
competence/bn behalf of myself and the Joint Council on. Economic Education, 
I ektepd a special niessagfe.ofrappreciation and commendation to Ms, June 
* Gilliard of the JCEE staff for the most praiseworthy way^'lp which, she has cdv 
^ordinated the development an^i^ Econprhics-Politicat Science 

>f Series: She is refepgnized to tie one of the nation's^ distinguished social atCdies 
educators* and Iftr role in ^this project should provide ber with additional 
distinction. Throughout the project valuable assistance has alsd been provided by 
, the following members of the JCEE staff: Dr. George Dawson; Anthony F. 
. Suglia; and S. Stowell Symmes. j Jft 
■ Although the support of the J. M. Foundation and Exxon pprporatiori (USA) 
< has been mentioned previously, we acknowjedge again our g^atitudu for having 
been provided the mean^to carry out the project a^d producWHi^ series, 

Ofcourse* the Economics-Political Science Project which ledto this series is not 
completed noT is it ever likely to be. Now will conie further use/^daptatio/i> niod- 
ification, anU improvement. Social issues are dynamic and thefe wilr be need for 
^different resource guides in the years to come. We encourage such ferment and 
shaU welcome suggest^ns that will ertable us to join yqu in doing ::what is needed 
to improve the teaching of the sociaUsfudies. , \ ^ 



Dr. George L> Fersh 
Associate Director, 
and Director ^ ' 
Economics-pQiliicai Science Project , 
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Policy decisions affect everyone, Co^^uently \Ch important lhat students 
Vcquirs the knbwiadge and skills netessary for understanding the major policy 
questions facmg our sodety and for participating effectively in the processes of 
public debate ai^ public decision-making; 
A Resource Guide for Analyzing Health Care Policy is ,the first 'a series of 
* resource guidls^ focusing on economic-pdlitical analysis of contempqrary public 
pollgip and issues^^The (*opics for this an^ other units in the serier were selected 
not only because of their current relevance, but also^in the, belief that these issues 
will continue to betthe focus of public debate for some jime to come. 

In developing the Ecohomics-Political Science (EP$) resource guides every, 
effort^was made <o fnakfi the material as vvidely useful as, possible' Material 
contained in individual gliides was designed to be used by*high "sehool teacliers 
with instructional , responsibilities for Economics* Govffnment, Umted Elates 
History, Problems of Democracyi br other syial studies coursei desriing witff 
contertiporary social issuei. \ ^ ' ' - v 

The resourcel guide on-^ealth care poHcy ^oj^sists of four major"' eompoaents, 
each 'designed tp serve specifi^^^urricular or instructional purposes. Xhe Jntro- 
duction prwid^, a^. general e>(jplanation of'ifhe conceptuat f|amewo^ used 
throughout tb^ series for analysis of p^icy problems and issues. HopetuUy* it also, 
provides a model that teachers :may use tfor extending the study of .health care 
■policy or for developing addltio^l units dealing >vith ec6nomic=poHtfcaI analysis 
^ of other^reas of public debate and concern, ■ y ^ \. _ \ 

r/rhe purpose of the topic overviei^ is twofold. First* it jjrovides fdr^the'tfeachef 
background information on economic and political issues involved in the 
formation W/a national policy %n health care. Secoridlyt it servts at^a concrete 
example af how the con^ptual^fr/mework ^escribed in thg introiduction is applied 
for ec^onomic-politlcal analy^s of policy issues. ^ Y 

The unit rationale and mjectives and instructional ^ftiviiies deal specifically 
with instructional questions pertaining t© the W^a/ and how of tea^hlhg 
about health-'care. ' 'ij C ^ ^ ] 

When used in their, entijety and \ti the sequence prtlented, the sug|ested^in- 
structiorfal^tivities comprise approximately three'wgekipf study. It is n^^^^^ici- 
pated, however, that tvery teacher will wish to the tnaterlal in this 'niamier, 
.For t^iis reason the activities are designed 'no thMpiay 5e used singly on ifc%rious 
Ibmbinations, depen-dmg upon the ^ount of ti^ one wi'shes to devoW to the 
. topic and the needs of the particuiaf sfudent growp^for^whoniAistruction is to be 

- j *■ 

* ^ ■/ - ■ . r ' ' 
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providiid /To assist teachers in determining v^hich activity or combination of ac-> • ' ^ 

tlvitiei-is more fppropriatje for his- or her students each instructional ^tivjty has i ' . ■ 

been keyed to the objective or objeei^ei it is designed to achieye, , ^ • ' /■ ^ / 

• We wish to express our appreci|^on to the writir^ team tHat preparedf the 
material fo^ihis our first unit \n Im EPS Series, To' George Daw^ fbr.his = • 
consultalion and untiring effort a§ team coordinator we owe a special debt Of ^ 
gratitude. We are also gratfCul to the,foIlowiAg teachers for their review and class- ^/ 

^ ro o m trial of the material in its jek perimentj form: Alijo n Ca^ Nforwalk * 

^School System, Norwalk, Connectiouti J. K. Honenshead, Riley' WrBraitMi, and 
Penny t;. Cliudis, Caddo Pari&h School ^System, Shreveport, Louisiana; James W. 
Armstrong, Veronica Moord, and^ Washington, Norfolk City Schools, 
Norfolk, Virginia.- We foui^ their advice extremely helpful, and t , ' 

possible* their suggestions have been incorpprated jn the'published materiaU , 

• ' ' June V. Milliard " ^ 

^ EPS Proj€Ci^Coordtrtat)^r aHd* ' _ ' - ' 

^^sociat^.-^hool Servicws Prbgram 
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Introduction 



Laurence E.'^amer and Paul A.^tiith 



A central purpose of this series is to help students in 
learning to view society and its problems from both- 
economic and political perspectives. This can best be 
done through study of specific questions, each pf 
which offfers an economic, and political analysis of a 
disjinct $ocial problem. , ^ 

Economics and political science are complex inteU 
lectual **discipline3/' each having an extensive body of 
theory artd metbQdology . As such, their applications in 
the diverse, areas of policy decision-making may leave 
the tocher 1 searching for certain **essehtials"— certain 
core ideas-^wilh which to explain matters to the 
student. Such essentials can be feund in a modest 
^number of ibasic concepts that mark each discipline. 
These are presented^in separate statements below, 
followed byia brief discussion of how concepts may be 
combined to provide an integrated approach to the 
teaching of economics and political science. 



* 1* AnlEconornics l;famework for 
Anaiysis of Policy Issu^ 

* '\ ^ ' J I- - ^ * 

It is^ useful to think oP the concepts that form the 
basis for ecohomic understanding in terms of several 
broad '^cofccppt clusters." The diagram provided in 
Figure 1 (page 2 ) illustrates how these clusters and 
various subclusters are combined to form a schematic 
framework rbr economics curricula and, instruction. 

/Every economy, however it may be organL^ed, faces 
the fundamental problem that economic resources 
(natural resources, human resources, capital goods) 
are limited relative to the practically unlimited wants 
- ^ ■, - i 

'Adai^d from ;the January 1^"?7 unpublished report preparea by 
W./We Hanseh, Chairman.tFramework Committee for the Joint 
Council on Economic Education Master Curriculum Projbct. 



of people in the economy; How people allocate these 
resources amonf many competing human wants varies 
greatly among different economic systems.^ne broad ^ 
class of systems solves this complex3robIem largely by ' 
relfence on tradition (e.g., some ^^underdeveloped*' 
economies)* another one by **command'* (e.g., the 
centralized economies like China and the U.S.S.R.)* 
and a third class by a decentralized^ market meciianism 
(e,g,* the U,S' and most Western European nations). 
In reality, most eaonomies^ are mixed in their use of 
the three approaches and jn the economic institutions 
they have develcpped; and the apprpaches and institu- 
tions change with the passage of time. We focus 
primarily on the American economic system, tut it is 
important to recognize that other systems' face the. 
same central economic problem of scarcity, although^ 
they deal with it differently. , ; 

When examining any economic system it i^ helpful 
to book both at its parts (microeconomics) and the 
whole (macroeconomics^. In microeconomics inde- 
pendem^lementl can be ^xp^red such as what 
products are produced, howvmUch a firm produces, 
how much income a family earns, or why corn prices' 
are what they are " But some problems require an 
analysis of thd economy as a whole and thus proceed 
from a macro per^spective. Here economists examine 
. aggregates such as general price levels, gross national 
products, employment levels, an^ other phenomena 
from a total economy perspective 

In our largely priVate enterprise economy (leaving 
government aside for a moment) competitive market 
prices are the dominant mechanism used to allocate 
scarce resources. Perfect competition rarely exists in 
the real world, but tKe competitive market provides 
us with% model of how markets **should** work when 
no individual is a big enough part of the total market 
to have any personal ihfluenqefn market price. 



J 

ERIC 



10 



• FIGURE 1 

Framework for Analysis of Economic Policies and Issues 



Systematic analysis of economic policies requires; 
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IDfiNTIFICATION OF ISSUES 



Issues Pertaining to 
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, Market vs. Government 
Aetion 



Issues Pertaining (o 
^the Overall % 



performance of the 
Economy 



Issues Pertaining to 



pistnbution of 
Income 



KNOWLEDGE & APPLICATION OF BASIC ECONOMIC CONCEPTS 

- — ^ : : : s . — . — - — —K- 



The Econpmic Pro[]letn 



which arises frdmscarcity and the need for choice^ and necessitates the development gf 



\ 



Economic Systems 



for resolving problems and issues dealing with^what to produce, how to produce, how 
much to produce, and how to distribute the fruits of production: 



Microeconomics^ Resource Allocation, 
Income Distribution, etc. 

^ " n 



and 



Macroeconomics! Economic 
Stability and Growth, etc. 



KNOWLEDGE OF ECONOMIC INSTITUTIONS 



which provides the factual and behavioral^ background needed to apply economic concepts 



EVALUATION OF ECONOMIC ACTIONS AND POLICIFJ 



which necessitates distinguishing between 



Questions of Fact or Prediction vs. Questions of Judgment or Values 



applying 



Measurement Concepts 
i 



for assessing econofhic performance; 
identifying 



Goals/ Values 



to be used as criteria for evaluating policy alternatives 
and ^ 
weighing policy chdices in terms of 



^rade-offi Among Goals 
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Businesses, in st;iving to^ make pr^its/ try ' to / 
produce at the lowest poslfble epst thtfS^ goods and 

r services-thatHConsymers are willing ana abl-e to buy. In 
' some cases they' also seek to influence consumer 
demands through a<i¥€r^ising and olhef selling 
activities. Prodjjcers, in trying to^maximize profits, 
draw productive resources (such as Jabor, land and 

-*^aohine?y)-inio-thos^enterprises^ 

' tribOte most to meeting consurner demands, Whil^ 

^ '.j^doing so* *b,iisine|5es pay OiUt incorhes to workers, land- 
0^yners, and other suppliers of productive services who 
are also trying to piaximize their economic returns by 
getting the best possible value or price for ^ what they 
have to offer. These incomes, in turn^ make it possible 
• for income-receiyers to bid for goods they want. Thus 
markets, in which prices rise and fall in rejponse to 
changing demands and supplies, provide the mechanism 
which links together consumes and businesses, each 
.seeking to make the best of their positions apd 
abilities, yet each dependent upon the other. In eco- 
ndmics, this is describjed as a circular flow model of 
the economic system. Individuals and*businesses whi^ 
save part of their income and make these savings 
available for investment in new productive facilities or 
in human beings, increase sDCiety's capacity to pro- 
duce in future years. As a" result another circular flow 
exfsts connecting those having funds to invest 
those seeking investment of funds, ^ , . 

Individual freedom ^f choice is central jo the way 
the largely decentralized, market-directed American 
economy defines its goajs and allocates its limited 
resources. But these individual freedoms, of tha 
consumer, wage-earner, investor and businessperson- 
are limited by-laws and by social instituiiofiLS^^r the 
protection of the individual and society. Thus, mM^ets 
and prices, reflecting shifting demand and supply 
coaditions, are the main regulators of the allocation of 
scarce resource^ in the production of the most desired 
goods and servicesi but goveVnments, unions, trade 
associations and other institutions help to jet and 
enforce the rules under which competition takes place, 
^ and 'sometimes, participate actively in the processes of 
production and distribution. 

There are two general types of queries fundamental 
to understanding policy issues. One concerns questions 
of fact or -prediction: What is known about economic 
b^avior? Or, if we undertake some action, what will 
be the predicted effects? The other type concerns 
questions of judgifnent or values: Whai ought to be 
done to alter economic behavior? Should we undertake 
' a particular policy or not, given that various people 
and groups may be differently affectadl? The failure to . 
distinguish between questio'ns of what is and what 
ought to he is the cause of spndless'confusion and can 
lead to inappropriate policy analysis. 

As we sort through the vast array of quesiidns and, 
issues coming at us from newspapers,- television, 
political campaigns, and our involvement in economic 
life, WjB find that most of them can be grouped into 
ijie fdllowingahree broa ' categories: 



One majQr set of issii^s^ concerns tJte relative role of 
"private market forces and collective gpvernmintal 
qctions. On^hese iisues we are interested iq knowing 
^*'wh#t'.hftppens,*' dr what is likely to happen^ in 
respoiis4 to a change in tne^dernand for, s^ply of, an^ 
the resulting price^of individual goods and service?. To 
'changes m the supply and demand ^ for libbr and 
^capital?— T^o%Mw-developm^^^^ — 
questions calf for a description d^; how the total eco- - 
^piic syst^_ or its parts behave under condition^ of 
free competition and varyihg decrees of. restriction, ^ 
iCndlher, related set of questions pfrtains to **what 
ought to be done.'.' What ought to be donf when 
people don't like the higher prices fjiey must pay for 
individual products (e.g., oil* gasoline, sugar or tof- 
fee)? This involves thinkini about whether to rely 
upon the operation of market forces or to re|y upon 
collective action via government policy ^such* as price • 
ceilings, rationing, special ^axes, regulation (e.g.* 
truth-ln-lending, environmental controls), and the like. 
Anothei" way jof phrasing the question is: When 
**should" direct government action be used to allocate 
resources differently from the way the price system 
wpuld allocate them? : For example, should local 
government ac^ to allocate energy sources, such as oil 
or gas? Should government continue to subsidize ship- 
building, farming? Most of these questions concern 
economic efficiency. To^ consider appropriate public 
policy about such questions, one, first must identify the 
consequences of choices, analyze tfiem relative to 
desired reaults and values, and then make what is be- 
lieved to be the most favorable policy de^sion. But 
other questions of collective action i^late^^ closely to 
economic equity. For ' example, should government 
raise gaspliine taxes or ese a direct qupta rationing 
syitem to allocate relatively limited gasoline supplie?'?^ . 
The former means that people with lower incomes will 
be made relativfely worse- off while the latter provides 
equal anrauniC of gasoline to everyone, irrespective *of ^ 
their need or(abilfty to pay, ' - " 



Another important - category of issues relates to 'tlje 
economy's ^overall performance reflected by the 
rate^ qf ' inflation^* unemployment and ^ economic 
growth. What *'caus^" inflation? What **causes'j un- • 
employment? What **should be done'' about inflatien 
or unemployment? What policies should be pursue^, 
when unemployment and inflation exist simultaneously? 
There is an obvious overlap between these issues and 
those "mentioned above' 'in explajnir^g^ recent inflation'' 
and unemployment. What '*caiises". economic growth? 
What are some of the benefits^d* costs of economic 
growth? What is the long-run relationship between 
economic growth and r^sodroes? Between economifc 
growth* popuHkiion and^ employment? Between 
econcwiic||rovvth and the environment? What is the 
**ay|^priate" rate of growth? Should We attempt to 
sp^^up or s^low down economic growth, or pursye a 
*'no-growth" policy? What is^ the best way ^ to 
implerneni bur policies? _ , . * 
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A tHird major category of issues relafks w the distribu' 
ti^n of income produced by the operation of market 
forces and the redistributive. effects qf government 
action. Again, it is impQriant tQ separate "is" from 
"should be" issues, ^Yhat *Ms'' the current distribution 
of incomi? What produces this distribution? To what 
extent does this distribution perpetuate itself? What 4p 
the effect of existfi^ and of proposed governmeni 
policies on income distribution? "Should'* policies be 
adopted' that are designed explickly to change; the dis= 
tributlon of income or economic welUbeing? 
**Shguld*\ the tax structure be made more or less 
progresiive? "Should'* school cpnlinue to be 
financed largely by ^^/operty taxes? Should policies 
designed to improve "Iqonomic efficiency be adopted 
iu they affect the distributioa, of income? Should 
government |ubsidize thejiousing of^elderJiLand low= 
income renters? These tssues appear ;XoS$e, either 
openly or submerged just belo^^e surfacif critical tcj 
virtually all the questions posm^h^. They come up 
in any evaluation of how the market System works, in 
determining whether collective decisions alter individual 
ecoriomic" decisions, and in asses^ipg^ the extent to 
which inflation, unemployment and grpwth affect the 
general welUbeing of the population. Who gains and 
who loses, and who should gain and who should lose, 
best summarizes what is at stake here. 

There are sev^r^l reasons why unequivocal answers 
to^hescand sitnilar questions are not readily available. 
Ecbnomic systems are comf5Tlx, and an understanding 
of these systerps re'quires a conceptual framework, 
factual and cultural information, the application of 
analysis, rhe,;making of judgments, and the determine 
ation of action to be taken. Moreover, our ability to 
know exactly how effectively the economy and its 
Qomponents function is limited by difficulties in ob= 
mining accurate and timely measurements of econoniic 
activity, . Finally, a variety of unanticipated events 
affects economic activity, andvihereby makes it difficult 
to predict accurately the results of specinc economic 
-decisions. Unlike the physical sciences, caret^ully con- 
trolled experiments are difficult to undertake in 
economic^: 

Even if our understanding of t^e economy Snd eco- 
nomic decision-making wer^vasily improved, we still 
could not expect all disagreements on economic issues 
and questions to be eliminated. Certainly, some dis- 
agreements will be resolved as our understanding is 
increased; many disagreements will persist, however, 
because of differences in judgments about the actual 
or predicted effect of specific decisions; and still 
others will remain because individual economists, a$ 
do most individuals, adhere to different sets of values. 

The heart of economics is deeision-making=choos- 
ing among alternatives. But economic decisions are not 
made in a vacuum. Rather, they are made in the light 
of a set of goals. These goals vary from one society to 
another, from one group to another within a society, 
and from one individual to another within a group. 
Among the goals most evident in the modern world 
and particularly in American society are freedom, eco- 



nomic efficiency, equity, security, stability (full em- 
ployment and the absence of inflation) and economic 
progress. ^ . ' ^ 

Ecbnomic ^decision-making entails the- opportunity 
cost prtnclpie. When decisions are rti^de to use scarce 
resources to produce particular goods or service|, 
opportunity costs refer to what must be given up, i.C, 
opportunities foregone. A decision to produce one 
good means giving up the possibility, of producing 
something else. Thus, the opportuniby eo5t— what 
could have been produced with the resou'rces' instead— * 
is the cost of producing that good. For an individual, 
the opportunity cost of something purchased is the 
next best alternative which must be forgone. For a so- 
ciety, it is the altemate uses to which productive resources ^ 
could have 'beer\ put. ^ — = ' 

When a^pefspn or r group chooses one good instead 
of another, it is making a trade-off— thBil is^^it is 
trading off less p£ one^thing for more of somdthing 
flse, Sociefy ha^ to make tradcroffs too, e.g., between 
its need for more energy and its desire to- preserve the. 
environment. Essentially this involves comparing the 
various costs and benefits, of each of the alternatives. 
It also involves determining how these costs and 
benefits will affect different groups within the eco- 
nomic system. ' ^ 

Goals or criteria provide a means of evaluating the 
performance of not only an economic system and 
parts of it, but also of existing programs and new 
policies under consideration. However, many of the 
goals conHict and difficult trade-otTs have to be made. 
Examples are farm price supports, which promote i 
^-^sbL'tRirity but reduce efficiency; minimum wage laws, 
which can be thought of as equitable but may increase^ 
teenage unemployment; and wage-price controls, 
which may restrain inHation, but also reduce efficienc) 
and freedom. Economic analysis does not make value 
judgments in these policy areas, but it does help 
people to understand the nature of the trade-offs so 
that they can form their own judgments in^^hejighl of 
their own values. Perhaps, most importantly, it en- 
courages use of a reasoned approach in dealing with 
controversial i^conomic issues. 



: 2, A Political Science Framework for 
Analysis of Policy Issues^ 

The political scientist uses certam major concepts to 
find meaning in the world of politics. These concepts 
direct attention to the significant qualities of |ny po- 
litical system and provide meafiures for how 
working. As in other intellectaial disciplines, 
considerable disagreement in political scieri 
at things are important and how they^ 
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piiliiicul s(jigniis!s involved in !tit; projuet. 'X 



studied. Nevertheless, while 'political scientists might 
argue^about exact S^fi nit ions and preferred approaches'^ 
the^ollowing concepts provide us with working tools 
for political analysis. Each of the probleips we shall be 
addressing in this series ir a problem o^ublic policy, 
and thus its solution— or nonsolutiort^must ia^olve 
pdlitical decision-making. These concepts will p»'ide 
us means for understanding this process. 

The first concept is authority. With this we refer to 
the legitimacy that a political leader,/or procedure, or 
policy has. A political action is autho^ative to the ex. 
tent that it is accepted as right and proper by the com- 
munity it affects. Authority, therefore, is a relation- 
ship that arises not from the will of governors but 
from beliefs of the governed. What ^*giVes^^ a political 
decision authority is ulually its connection with some 
bEisic^ procedure ^or institution that the community 
vievC^s as % fundamental value. Often this i^ expressed 
by spme historical event or document. For example, 
we say' that the US. Coristiiutidn gives the President 
authority to comrnand the armed forces and the Con- 
gress authority to declare war, while neither has 
authority to^dototh. ^ 

pf course there are many kinds of authoriiy=in art, 
science, religion, and so forth— all involving standards 
of performance or truth. The distinctive aspect of ^* 
political authority is its relationship to social power, 
'The state,''^ we often say, embodies the authority to 
make /'finar' decisions affecting social valties; or, 
more specifically, to use coercive force. Political 
authority is a tricky concept because it is often 
confused with power, and because its exercise almost 
always means that some members of the community 
must do things they don*t want to do. This compli- 
cates the quality of approval implied by authoritative 
acts. Authority wanes as this complication grows. 

Our second concept is power. Power is the capacity 
to get persons to do things they would not otherwise 
do, with political power activating instrumentalities of 
collective sanctions— customarily the state. Obviously, 
power has many sources. It can "come out of the 
mouth of a cannon" or it can rest on such forces as 
love, money, oratory, knowledge or authority. Like 
authority, power is a relationship. It rests on shared 
values and unequal resources. Power is authoritative 
only when its exercise is accepted as legitimate by the 
community. When power goes beyond aujhority, deep 
conflicts occur in the community and governments 
must use more force and coercion to sustain them- 
selves and carry out policies. We ordinarily think of 
sdemocratic government as a model in which power 
and authority overlap and where explicit procedures of 
consent are used to determine authority. The distribu= 
tion (who h^s how much) and exercise of power are 
thus key factors in the way probler^s of public policy 
are handled in the political system. . ' 

Although we have used iht term public policy as if it 
were a simple and commonly understood concept, in 
recent years political scientists have given considerable 
attention to its meaning and analysis. One reason tor 
' this is that it is often difficult to know when an action 



is or is not part of a policy," and wlien nongovern- 
mental institutions actually might be "making'' policy. 
For .our purposes, this third concepi refers to patterns 
of action by government that '^are directed 'at 
recognized social problems. Thds m thiok ^f public 
policy as not one but a series of actions having pblit- 
4ical authority and aimed at some coherent set of social 
needs. Policy, therefore, is something ihaf-resulis from 
what government does, -and that reflects power, 
values and skills of the politicalc^munity. 

In order to deal with thri^mpl#?^i^^ and in^ 
dividual actions that go into policy-mafelttf , >oHiical . 
scientists often use the concept of process. This refers 
to the dynamic relationships— especially the relation- 
ships of influence— among those who take part in the 
various steps through which policy is suggested, form^ 
ulated, authorized, changed, and so forth. Sometimes 
the "policy-making process" refers to what happens in ' 
the political system as a wtole, and sometimes to ac- 
tions leading a particular policy, or set of policies. In - 
either case, process is always active in nature, and t>ie 
term emphasizes that governing or policy-making 
cannot be described adequately with formal structures 
of a'uthority or power. 

This brings us to our fifth concept, institutions^ 
well-established and 'Vstructured'w patterns of behavior 
through which power is exercised^ and governmental 
actions are taken. Congress, the Presidency and the 
Supreme Court, political parties, elections, regulatory 
agencies, and city councils— all are political institu- 
tions.' Each such institution is composed of a distinct 
structure of rules, procedures, roles, expectations and 
rewards; and it serves certain functions. In America 
institutional development is well advanced and policy- 
making is largely channeled through certain types of 
poHiical institutions designed to *^produce" policy. 
Since institutions are by definition well-established, 
and elements of their structure are often defined by 
formal rules (laws), political institutions tend to em- 
body large amounts of authority in their respective 
areas of jurisdiction. Indeed, we often refer to persons 
who hold positions or ^^offices'^ in gbvernmental 
institutions as ^^authorities," So strong is this insti- 
tutionalization^hat political activities outside of them 
are often viewed with suspicion, if not outright 
opposition. For example, street demonstrations, or 
demonstrations in courtrooms, are usually treated as 
highly controversial and '-out of order" in . the 
American community. 

Political institutions, therefore, tell us a lot about 
public policy-making. As embodiments of authority, 
they are pr;gfcrred channels for political action and 
power. They are not only natural targets for those in 
, the community who wish to influence policies, but also 
are guides to who has power in the community. For 
example. Congressional committees are the focus of 
politicar activity on the part of those community in^ 
terests over which the committees have jurisdictipn, 
svhile these same committees usually become biased in 
favor of these same interests. The same thing happens 
to regulatory agencies. It is easy to see, therefore, that 



most policy processes occur in and around institutions. 
Moreover, important relationships develop between 
political institutions and those of other types— eco= 
nomic institutions, for example. Business corpora= 
tlons, labor unions, and markets Jiave close and com= 
plex ties to political institutionsCranging from com- 
mittees of Congress and federal regulatory agencies^to 
smalUtovvn governments, _ * 

Our sixth and last concept Is politcal participatipn. 
By this we mean activities that are part of political 
decision-making=decision5 supported by the power 
and authority of the state. Tlie first point to be made 
about participation h its diversity. Voting is nrobably 
the form of participation that most Americans would 
think of bet'ore any other, since free elections arc an 
institution in America. But for those of us. interested 
in public policy-makings other forms ot participation 
are more pseful=writing letters to Congressmen, 
direct lobbying, or contributions to political cam- 
paigns, for example. Bribing, or assassinaiing, or pro- 
viding information to governmeni officials arc=.pther 
examples. These remind us that some forms of par= 
ticipation are more legitimate, more costly, and more 
effective than others. 

A logical result of these things is the second point 
about participation; some members of the comnuinity 
participate more than others. Although it is not easy 
to summarize the enormciusly complicated nature of this 
point, as a rule those persons Avho have gjeatcr re= 
sources of wealth, or skill, or status can and do par- 
ticipate more and with greater eftect than persons who 
Jiave fewer of such resources. The fact that this gen- 
eralization can be made for every knov^ political 
system has obvious implicatrqns for the cysiribuiion of 
power, the nature of policy-making, andVhe outcomes 
associated with policies. Democracies pridC themselves 
on expanding participation, and tl]is is a public value, 
in the United States. Even so, the general relationship 
between resources and participation 'remains. 
Moreover, some areas of policy-making have more 
participation than others. For example, tevver 
Americans **decide*' the level of defense expenditures 
each year than where bridges will he built over inland 
waterways. Participation must be measured and 
judged not only in terms o( amount, but also in lernis 
of quality and breadth. Some men and women might 
participate with great intensity (and effect) in a rela- 
tively narrow area of policy, while others might par- 
ticipate over a wider range and with less effectiveness 
in any one area. Thus political participation is many- 
taceted and complex. ^ 

Looking back on the six concepts that we have 
singled out foi special emphasis in the understanding 
and application of political science, we see that each 
one in itself has a good chance of becoming an arena 
of controversy in the policy-making process: l3ocs a 
particular policy represent an "abuse, or a maldistri = 
bution, of power"? Did the policy process vvrongly 
exclude deserving groups in the community? Docs 
government intervention constitute a ''misuse of 
authority'* or the **abridgment of rights"? for ex = 



,^ ample. The reason for thP^s that these concepts not 
only involve the descrip^on and analysis of politics,' 
but the evalugtion of politics as wcll#ach carries with 
it values an4^^it^dafds==How much power is good? 
What extent of authority Ms proper? Who should 
participate, and in what way? And beyond this is the 
question of political effectiveness, the capacity of the 
political system to act, to work, and^gei iMngs done,, 
Remember that Mussolini was originally complimented 
because '*he got the trains to run on time.'* (Which 
later turned omMo be questionable.) So the efCeciive- 
ness of a governing arrangement, or of a public policy, 
also becomes .(and hardly surprisingly) a criterion of 
value. 

Finally, we are left with the question, "What is 
politics?** Political (or '^public'') authority, power, 
process, policy, institutions and participation all in= 
volve contlieis of value. Politics is th^ working out of 
these conflicts so that policies are^iade and govern- 
ments can function. \x\ democracies politics is 
marked by bargaining, compromise and accommoda= 
tion, and it is this meaning of politics that is most 
common in America. In cases where there is policy 
unanimity within a political community, there is no 
poliiits, while policies that are imposed on a com- 
munity also have no place for politics. Politics, there- 
fore, occurs where there is eonnict over social policies 
and where these conflicts are resolved with a minimum 
of value loss to any particular interest. Some members 
of the community will win, others will lose. Some will 
jet more than others. But the gains and losses will be 
limited by the process of polities. Politics is often 
looked upon a^ a necessary evil, with suspicion and 
skepiicisni. But as you consider the different problems 
of public policy, anS the connicts and controversies 
over solutions that divide the community, imagine 
what policy-making would be without politics. It 
would be policy making of absoliue unanimity or ab- 
solute coercion, or both. Neither of these is consistent 
with our basic ideals of individuality and the free and 
vigorous expression of ideas. 



3. Integrating Economics and 
Political Science 

While economics and political science are separate 
diseiplines, it is important to keep in mind that they 
have much in common, and that in effective analyses 
of public policy they almost always must be used to= 
gether. Indeed, ''Political Economy" has a long and 
distinguished tradition as an intellectual discipline it= 
self. The similarities and differences between eco- 
nomies and political science are summarized in Figure"!. 

iioth economics and political science are concerned 
with human values, and with thc'^dccisions about these 
values that have social consequences. Both disciplines 
arc social seicnces, which means that both have similar 
standards of scientific logic, evidence collection, and 
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FIGURE 2 

THE SUBJECT MATTER OF POLITICAL ECONOMY: 
A Framework for Analysis of PoliticaUEconomrc Policies and Issues 

/ 
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POLITICS 


- (Economic Sciencf) 




(Polillcal ^tnce) 







FOUNDATION 



THE ECONOMIC PROBLEM 

(Wants > Resources .SgarcUy, i.e., our wants exceed 
available resources and therefore scafcity exists) 



THE POLITICAL PROBLEM 
(Connicts of imefisi) 



THUS 

1. Political economy is the study of the meihods by which sotiety= 
employs its resources (human, capital, natural, time) productively resolves conflicts of interest over the auihoritativa allocation of 



for the fulfillment of human wants. 

Economical is ^tudy of riow a society decides— 

a. What to produce (i^e.* vyhai wants to rulMll 
much to produce 



and hov^ 



values; thus a study of power. 
Toward these ^nds 

Politics is a study of how a society decides^ 

a. Whai goal values are to be sought, and given authority 



b. How to produce most efficiently (i.e., how to allocate 
resources most productively to their alternatiye possible uses) 

c. Forwhoni to produce (i.e., who is to get what and how much 
and how is this to be decided) ^ 



b. How societies are to be organized for the pursuit aadXise of 
power and authority (i.e., mechanisms for resolving conflict- 
ing values, achieving social goals) 

c. For whom the organization exists (i.e., who gets what; whose 
goals are served?) 



II. Political economy is the study of social problems relating both to the f unctioning of the organization as a whole and 
to its particular insiituiions. 

Both Economics and Political Science usually employ a problems approach Involvini three steps= 

a. LJefinitlon of the Problem— What desired goals are believed to be inadequately served by exiyAng institutions? 
How does ''what is*' conflict with what many think *^ought to be"? ^ 



Economies is concerned with problems relating particularly to the goals 
of= 

1. Efficiency and productivity 

2. Growth 

3. Stability (both full employment and general price stability) 
J 4. Security 

5. Equity in the distribution of income 



politics is concerned with problems relating particularly to the goals 

or— 

L Justice in the exercise of power 

2. Equity in the distribution of power (income, deference, 
securiiyi influence) 

3. Freedom (both limits on the use of power and access to 
resources needed to realize individual poteniial). 

4. Effectiveness ■ 
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b. Undefstanding of the problem=What concepts, what analytical tools, what facts do economics and political 
science have to contribute to an understanding of the problem and its proposed solutions'' 



What do we know ab^t how productively resources are being em = 
ployed for the fulfillment of human wants related to the problem and 
the consequences for other values? 



What do we know about value conflicts (i.e., conflicts of interest) 
reiteied to the problem, how they are being resolved, and the resulting 
allocation and use of power? 



pubHc policy alternatives — What arc their economic and political implications? How may citizens, as individuals 
and groups, influence policy decision-making? 

Who is proposing what and why? How does private interest relate to 
public interest? What are the probable consequences for the political 
goals identif ied above? 



What will be the probable consequences, both in the short run and long 
run (the seen effects and the unseen), for the economic goals stated 
above? 



Le., a more optimal allocaticn (use) of resources (so that their 
marginal value products in all alternative uses are equal). 



Thus what policy alternatives will bring the greatest net realization of values? 

Lc, , resolution of the problem with a minimum value loss to any partici- 
pant and a maximum value gain to all. 



Which policy alternative is most compatible with one's economic philosophy (i.e., one's view of the 
proper role of govern men i in relation to the economy)? 



Should govcrnniciiiS rok- iii the economy be cxpniulcd w contracted. 
1 1 so, wlicrc? 



Can govcmnicnt be ct'lcctively organi/cd li) swerve the rolcs assigned 
io it? ! low? 



d, Action=now mav oiiu inipluinuMU one s siwnvs 

How does one act as consumer, producer, as a member of an interest 
group to bring about desired changes? 



f)W may one us a citi/en or leader.participate in^politics to be rpost 
fectivc in bringing aWjut desired changes? 



C" 



the construction of theory, In short, they share a 
cpmnion emphasis on verified explanations of patterns 
of social life. Both, therefore, are concerned with 
social problems. See Part II m Figure 2 for a 
summary of the four steps in a rational approach to 
the study of social problems. 

^ut the two disciplines differ in their framewoi^k for 
analysis, institutions, f'uridamental concepts, and the 
type bf evidence or *-data" ikey most commonly em- 
ploV, Economists and political scientists have there= 
fore developed differerK\areas of expertise. Econo- 
mists are experts on ihe vast array of stable and 
changing conditions that are related to the distribution 
and exchange of goods and services. They concentrate 
their attention on tbe institutions or arenas where 
thele eoonomic decisions take place. The most notable 
of. these are what economists call ''markets,'' with 
their- component buyers and sellers. Their data are 
cornmonly in the form of units of economic value= 
nioney^unhs that -have the great advantage of pre- 
cision and comparability. 

Political scientisis, on the other hand, are experts on 
the distribution and use of social power, and on the 
institutions through which that power is mobilized and 
made authoritative. Most notably, these are institu- 
tions of government, political parties, and eledions. 
Sinde there are no measures of power or authority 
comparable to that of money and market values, 
political' Scientists use various forms of data to study 
politics, "includingf,votes^ opinion surveys, laws, and 
judicial decision.^. It is also true that just as economists 
recognize that attions of government affect economic 
conditions directly and indirectly, political scientists 
know that economic resources arc resources ot social 
power, and that ec^j^omic issues, are a major clement 



of politics. ^ f ' 

'insofar as alternative social goals can be assiined 
economic values, and-' markets exist in svhich these 
t^alues can be expressed and' measured-, econom.ic pro- 
cesses and analyses are effective means for achieving, 
social policies. Cost-benefit analysis remains a classic 
way to choose among alternative human values and 
policy goals. 

When, hovvever, human values cannor be measured 
as ''economic goods,*' or when markets are for some 
reason (such as monopolies) not effective in their 
pricing and distributioij functions, then policy 
decisions tend to be moved from the economic to the 
political arena. The realm of politics can encompass con- 
tlicis among alternative human values and social goals of 
all sorts, with the resulting policies being enforced through 
the power and' authority of government. For each aS the 
social problems treated in this series, you will find it 
interesting to observe howrboth economic and political 
factors contribute to both the causes and possible 
soluiions of the problems, and how ecopiqmists and 
political scientists analyze, in their own ways, %vhat the^ 
problems are and how t^ey might be solved. 

While we recognize the importance of the other 
social sciences and the extent to which they enhance 
one's understanding of public problems and issues, 
our airn here^is to combine only two oMhese dis- 
ciplines, economics and political science. The teacher 
resource. materials contained in this and other units in 
the series provide concrete illustrations of how eco- 
nomics and political science may be combined for 
purposes of enabling students (1) to analyze and 
understand policy issues and (2) to participate effec= 
lively in the political process through wiiich policy 
ahernativcs are examined, promoted and acted upon. 
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To^ic Overview 

Hratth Care for Whom? 



Laurence E. Leamer and Paul A, Smith 



Definitlon^oC the Problem 

A social problem exists when '-what is'' cortflicis 
with what many people think ''ought to be/' when the 
facts of our living differ from, our ^values, when many 
think something is wrong with society or its institu- 
tions, i^lthough some pepple think that health and 
health services in this country are satisfactojy or even 
excelient, many think otherwise. Whether a s#ioAis 
problem really' exists or not, our studer^ts will live in 
an age in which health' care is certain^ to be.one of our 
major political-econdmic issues. , ' 

The study of any problem should begin with trying 
to see clearly what is wrong in thq eyes of those who 
^are disturbed, including certainly our own students, 
their families and community. This we will briefly do . 
next. Then we will turn to economics and to political 
science to help us further to clarify the najure of the 
problem as viewed frorri . their unique perspectives. 
Finally, before delving more deeply into the back- ^ 
ground of thejssue, we shall try to clarify further just 
what our aoal is, i.e., what is this health we aspire for? 

The Problem from the PeFSpective of the' Layperson 
(and probably also our siudentsJ^Many people feel 
that a national health crisis is upon us. It is composed 
of many personal and family crises when serious sick^ 
ness or infirmities strike. Even the healthy oftemh^vc in 
fear of unexpected medical bills not covered by in- 
surance. The following are some of the facts on whkh 
the layperson's sense of crisis is based. You and your 
students will probabry be able to add concrete personal 
evidence, especially on the first two points. 

J . Health care is very costly and Is 'hecomin^^.more 
so. A short routine visit to a doctor's office is likely to 
cost $10 or more and a thorough physical exam 
perhaps up to $125 or more. In 1975 hospital costs . 
rose 18,2 [kTccnt in just one year to a national average 



of $128.26 a day for each patient, or approximately 
$1,000 for a typical sUy of eight days.' What does it 
cost in your commuriity? Add to the figures above the \ 
physician's fees, special drugs, perhaps a needed 
private nurse, and. so on. Your mediqal and hospital 
bills may weir mount to imany thousands of doUars,- 
and health insurance at its best will probably cover ^ 
only part of this. Each of us consequently faces the 
possibility of a medical bill that could wipe out a year 
or more of earnings, perhaps a lifetime of savingsf or . 
that might impose such a cost on our farnilies or 
community. y i 

Ir There are many Momges of medical services. 
Try to.find a doctor to make a house call, even in an 
eTTfergCTicy. Indexed in many communities, try to. find a 
general prac;itioner at all (while the number of physi- 
tians has been Jncreas^ng, th^ percentage providing tfie 
primary care of the generallst has beea declining). Or 
if you live in one of the less affluent s^ies, try to find _ ? 
a specialist. Or in many rural or inner-city areas,' tty . 
to find a physician of any kind. Medical services are ' 
poorly distHbuted in relation ionhe people ^vho need 
them. Shortages are common, while there are surpluses 
of doctors in some suburban areas. What 4s the 
situation in your community? 

3. The cost of publicly provided medical services is \ 
mounting rapidly. From World War II until 1966 govern- 
ment expenditures for health care rose along with private . 
expenditures, Publicy provided medical services cost 
slightly over 20 percent of all health expenditures. 
Then in 1966 came Medicare and Medica|d. Govern- . 
ment expenditures mounted* Indeed, in 1975 Medicare 
expenses rose 30 percent 'bv^r the prior year and 

. . ...... , ^ 

'Ihii tilt; ninsi iip=fo-tiatc fipurcs oir thK aiul niiicr sintKilcal facis 
ihni tolUiw s^u tlio laicm rssue^or thg February Hociuf HeatrUy Bui- 
li'dn ill' ynirr lihrury or a ritfafby Snulal ^i^cnriiy olticc, ; 
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Medicaid 25 percent. In WIS all government expendi- 
tures for healthJiad risen to42 percent of total health , 
exisenditures.. As a result, armost 10 percent of all 
governmerit expenditures, federaU ' state an^ local, 
.were for health. This means higher taxes and/Qr. 

^ higher payroll deductions. ' ' ^ r--^''^ 
4. Our tbta! national expenditures fot^ health are 
mounting. In 1950 4.6 percent* of our QNP was dev 

'voted to health services. This rose to 8 J percfnt in 
1975 and is#expected to. rise to perhaps 10 percent by, 
1980.' We as a nation are spending over SI 00 biHioft^^ 

. year^for health care; in 1975 we spe^t $118 billii^ for 
an average of $547 per capita or $2*188 for a fafnw pf 
four. Inflation iff pirt of the exp^anatioTi for thfse 
mounting expenditures. But in 197^ for example, tl^ 

. cost of health pare services rose more than "twice as 
fast as the rise in the overall cost of livin^i l-t is higb 

-.time for us to try to see what is happening. Are we 
demanding and getting ^g. rapid increase and 
improvement in th/health services? Or is this a ''sick" 
industry absorbiijg an increasing share of our national 
product but doip'g little more to earn it? ^ 
Enough,* then, of this preliminary review of the 

; nature of the problem nationally, and |lso in our com- 

i munity and in the hornes of our skidents. Is all the 

i furor over the high ^ cost of m^ical care simply 
another episode in the persistent human quest of 
something for nothing androf scapegoats for the fact 
of scarcity?. Is it a problem blown all out of propor- 
tion by politiciansXseeking issues to win votes? Is it a 
problem brought orf by self-seeking interest groups out 
after more of fhe national product for themselves? Or 
is it a Crisis Avhich is inevitable whenever a nation 
changes its priorities and employs the political process 
to^ develop new 'End better organizational means to 
serve emerging goals? Indeed* is it a problem which 
Should concern.our young people at all? If there is a 
problem^ have- the social sciences=cconomics and 
political science in particular=-anything to contribute 
to its understanding, and ultimately to its solution or 
alleviation? As the Introduction states, it is the central 
purpose of both economics and political science to 
help us to use analytical concepts to understand 
^and thus to act upon=problems of public policy. ' 

Xhe Problem from an Economic Perspective — ^Eco- 
nomics is the study of the economy, i,e,,' of the 
organization of societf no cope with the basic econom- 
ic\^roblem. The econornic problem .arises from the 
fact that, given the state of technology, our wants are 
greater ^han can possibly be satisfied using available 
resources" jiatural resources, man-made capital re- 
sources, .human resources, and time. Scarcity, i,e., 
limited resources, is a fact of life"^ We must therefore 
choose among the alternative uses to which resources 
may be put. Somehow societies must operate within an 
economy, an economic systenu to try to^ruake the best 
use of their scarce resources in the fulfilljnent of 
human wants. You will recall (or if you do not, you 
should review) that the concepts italicized above ace 
ones stressed in the Introduction to these units as the 



basic conc^ts of econontics. A , central goal of your 
instructi^^hould be to assist your studems to under- 
stand use them in the context of this pnoblem, 
On/^of our very important wants is for health and 
thus ^for goods and services (doctors^ nurses^ health, 
teachers, hospitals^ clinics^ , etc) which help to preserve 
or improve ourselves. It would be great if health were 
a free good, if we could all be ahd remain healthy 
without even trying. Sdmetimes we can. Among the 
free .gifts of nature (if we do not contaminate or mis- 
use fhem)^ are the sun, the outdoors, the air, Qur 
generally healthy bodies^all of which can contribute 
to our physical and mental healths Jndeed one oLthe* 
problems of interesting many students in health is tl^t 
they are of an^ge in which they are probably enjoying ^ 
these free gifts without much concern for their po- 
. lentiaL loss,^ ^ , 

But in part good health is not free. As eivilizatiqn 
" advances, we find that? we use more of our' scarce 
resources to preserve arid protect the health we have, 
try to improve our knowledge of our physical and 
^ mental selves. We spend more on technologies 'and 
'facihties to improve arid make more broadly available 
our health services. Therefore, a large and growing* 
sector or our economy is devoted to the satisfaction of 
our" wants for Health. . ^ 

. The several basic questions around which we sludy 
- economies as wholes have their counterparts inj'the 
study of a sector of the economy such as heahh, 

• What shall be produced and How ra^c^? What 
health services do we want? How much of our 
nptiopal effort should be directed to meeting our 
v\ants for health^ (always j remembering that 
sgarcity dictates that more and better fidbdtors, 
hospitals, public health facilities, healtli^'Muda- 
tion, free services for the aged and/or poor anp 
usually provided at the **cost*" of other highly' 
desired goods and services and^ each other)^ — ^ 
Review the opportunity cost pririciple as described 
in the Introduction. 

• How shall these goods and services be prgducedl 
How are health services best organized— by indi- 
vidual family doctors, by clinics, by joint praatices, 
through hospitals, by health maintenance organi-^ 
zatiohs? What is the most efficient use.bf re- 
sources .within Ihe health industry? How e^n ^ur 
resources best be used to "produce the health 
goods and services we desire? What ^is the op- 

' timum balance of alternative and competing ways^ 
to produce what we want, e.g., of health research 
vs. health service, improved and expanded medical 
education vs, health- education in the schools, 
more hospital rooms vs» more clinics, more aid 
to the aged vs, more preventive medical services 
for the young? 

• For whom s'hall the goods and services be pro- 
duced, i.e., how shall the output be distributed? 
Who should have access to health services? Who 
should be served by the most skilled people and 
in the best facilities? Are there peopl# who sjiould 
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receive np services at all? Is there a human right 
health? (ir so. why?) How much? What quaHty? 
And if there, are hoi enough resources for all 
.(there will not be), who shairbe served, and ul- 
' timaiely who sTiall live' and 'W^lio Shall die? An= , 
« , other side of this thijd 'Question , if how mUch 
should be paid to doctors/ nurses, meAical aides, 
J pharmacists* health t^acheft, or those in another ^ 
P^^healrii care role? This determines ^whal share of. 
J- our total national product each ^vill receive as* 
j ^ compensation for his or'^h^ ^services, and how 
much health care will be available: . < * 

The problem of health thus relaj^s' to several tco^ 
I nomic ^oals identified in thei,ntrodi^tion\*'First anfl 
perhaps forempst it relates to the^goal pf efficiency. 
^ Are we making the best use of our available resources? 
Are human resources (doetors, dentists, nurses, teac^- 
ersT aides) employed where they are most Weded and^ 
in ways in which they are most productive? ^ ' ^ 

Second, haalfh relates t'hithe economic goal o^^rog- 
ress and development, ^^sickly people cannot be as 
productive |S they mi^ be. A growing economy is 
■ more' Nkely to havi the resources, to devote to better 
health. 

Third, this problem, relates vitally to economic secuniy. 
The threat of sickn^s and its costs.endangers th^e se- 
curity of majiy households, not only because of pos- 
' sible medlcSl costs but also due to the possible cost 
of one's very employment. ^ 

Fourth/ and related to all three of the goals meo- 
lioned above/ the question of **health care for whom?" 
relates also to the goal o( equity, i,e., justice, which is 
also a political problem. Is adequate health care" a 
human right? Are we providing adequate care for all? 
If not, are we sharing it fairly? What is fair or equity 
able? How_much should these who provide medicar 
services be paid? Should those who -rertder a very 
valuable serviqe be paid mere or do they have an ob- 
ligation becaup of their skill to^ serve their fellows 
more? 

Finally, the problem of health refates to freedom. 
The ill are not effectively free to work, to develop 
themselves, to enjoy , the oppofiunities of life. Should 
the well or the young be free from having to con= 
' tribute to the health care of the less fortunate? This 
issue is^ component part of the political concept of 
freedom. 

Throughout all these questions the basic econ^ortiic 
problem Identified above and its coroHary, the oppor- 
tunity cost principle, pervade. There is a scarcity of 
resources for health. N4ore health services are at the 
*'cosi" of oliher desired goods and services: education, 
housing, recreation/ etc. More .prevenUve medicine 
may be at the **cost" of improved therapeutic Jiealth 
care. Our interdeperadent economic world Is so often a 
cruel world. AlftiostVT^ery good seems to cost another 
good. Everywhere there are trade-offs among goals. 
Every solution seems to activate other problems. We 
ftust choose. We cannot have our cake and catUt too! 
We may not be able to devote all the resources to 
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health ^care /^e would 'like and ak^^ave the mkny other 
, goods 'and seryices we value. . ^ 

The econornip perspective exists to' alert us ttf our 
choices and their eonsequences. Since we cannot have 
the vei^^best of free health ^r all, the problem is to 
develop' the health service of our economy so 

thai the best use is niade of t^resources that are em- 
"^liyed there rather than in other desirable ways. Ar^ 
important aim in teaching should be lo'^elp studentii 
to see and underataad nhe health service sector of our 
economy in the cbt^text ofl the many other desirable 
goods and fegrvixes we seek. \ 

The Broble^ from a Poliiicai Perspective--'t)^ 
provision of health services is basically an econo'm c 
problem, i.e., it concefhs making the^best use ofjoiir 
resources for tl\e rendering^ of desired hea*lth-related 
goods ^d services. But conrtict^ of interest are in-^ 
volv^ in any rftiempted solution to the problem, as 
are concepts of Jreedom and equalityi Political science 
provides *ah, indispensable perspective tor seeing atid^ 
uryderstanding ahese qdnflicting interests aftd values, 
and for understanding the process by which solutions 
^re to 'be soHght and the Toles in this process you or 
your stud^fits Atay play. j 

Let us review very briefly, in the context of this 
problem,^ the several basic poetical "concepts explained 
irf'the Intfbductifin, They will be italicized when first 
used below. ^Vitally involved in every problem are peopl^, 
and groups with different interests, and probably dif- 
ferent i^alues,' Politics is the process by which these 
value^ confli^Hs are resolved through authority^ i,e., 
through procedures and institutions that the com- 
munity accepts as proper channels of social power. 
Power is the prime mover in politics. It is seen wha^_ 
individuals and groups get others to do things they 
woidd not otherwise choose to do. When power is 
exercised so that authoritative units of government act 
to achieve recognized social goals the- result is public 
* poiicy. TM involvement of individuals and groups in 
these political processes Ms called participation, and 
^table patterns of authority and acUon that emerge in 
the exercise of power are called political institutions, 
AH of these concept^ are applicable to problems of 
health. I, 
' While we are all in broad agreemervt on the value 
of heakh, we are not in agreement on its value com- 
pared with other competing goals, (How many of your 
sti^ents would give up a car or drive more slowly 
or ^itop smoking ia order to have a clinic at school?) 
We disagree on the relative importance of different 
emphases on health. ^(Shouid there be fewer doctors 
in your com/munity so that more are available where 
n^ded mori?) We disagree on how much we should 
pay for health services and on how much those who 
provide these services should be paid. (Should a short 
visit to the* doctor cost so much?) The healthy and 
the young probably see less need for health care than 
the sick or age^» especially if health care -for others 
''will *'cost"ah^e healthy and young goods and services 
they value. (Would your students gladly pay higher 



EKLC 



11 2() 



J f 




ta«es>sa^hat the age and poor mig^ tbe better 
.caV|d fqfT) Likewise,, thq cicl|, who pre now. able to 
;bu^ mfaHty healtK c|re, Q^^tb th^ cost of 
prpvidingicare of ih^ same qua^^k|'allljDo your 
students think t^mfm should^^Hpiewv expensive 
medical teoknolftg^' freely ava^PWp afl if 'to do^^ 
nieans much higher'taKel qh alU Incl&ihgjhe §^gung7) 
Thus^eonflicts of iiitefests jhound in the aTea^Df nation- 
a\ heaft^i policy. Politics "^s the process by which these 
cbnfliets are resolved and authowtative, puihlig^ policy 
forfnulated,/» ^ ;j , ^ , ^ ^ %f , 

* Pne'^yiew oh poHtics Is that it inl^ves private 
tere^S bjjng -rationalized in terms of the public food. 
The **pu^lip good*^4tius legitinriizes a ^cision or pol- 
icy, For exampler^eacKers should b.e paid mo^i^e (our 
private infenest) because thereby ourv- society wQl have 
better schools^(public good). Or young people should 
. not be t'axed to pay medical 'costs of the poor (possibly 
yofiKstudents' 'private interest) because such a system Avill 
^ster 0' nation of trresponsible Jazy individuals 
(public cost). A 

Employing this perspective, we shall see the con- 
flicting interfsts involved in the problem of health, 
care (those of the doctors, *the medical speci^isia; the- 
nurses, the public health pencies, the patients, the 
public). Many of these or their spokesmen wiU be 
'busily enpged in politics, i.e., in rationalizing.iheiNn- 
terpsts in t^^ns of the public good and-thtn partici- 
pating in i^Hc p6licy=making, exercising powe> within 
the- agree^iipofi framework ol^ authority. It is im- 
portant for sfedents to see that self-interest is\4iot merely 
sonfiething tha't other selfish interest groups espouse; it 
" is paM^f their own (and even yoirr and my) human na= 
ture..Most of tis are blind tt) this fact since we becloud 
our own self-interest by our Beli|(^ that what is goo j for 
' us is really good for society, g . 

Thui a central goal of our instrucTOn should be to 
alert our students t6 see themselves as politfcal crea- 
tures. The political perspective should help us to 
understand ourselves and society better, and hclppus 
t(^ pjay a more constructive and understanding role in 
the political pro,cess by which our conflicts of value 
are resolved and the general welfare and real interests 
of' most individuals ace best served. 

Finallyi tnd very importantly, the pblitical perspec- 
tive ghould^assist us and our students to discover how 
.we personally fit into the political process and thus 
how w^ may be rnore constructive and effective par- 
ticiparPts in public policy-making to implement the 
values we stand for. What organized interest groups 
(if any) really are employing politicaKpower effectively 
in the service of our goals? What roles may each of us 
play in the political process, as an opinion leader, 
as an opinion follower,' as a^Mtizen? And perhaps the 
V ultimate and hatdest question of all regarding political 
participa5yDnj how may tjhe layperson recognize the 
cQpipetent and responsibTe authority on matters of 
public policy related to health care? Are there guide- 
iines by which the great majority of us, who necessarily 
know less about national health problems and policy, 
can be guided by specialists and leaders who really 
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idw moYf? 

Neit^ economics nor political science can'prpvide. 
" final dSFinitive answers tg the questions above. Our^ 
, goal jn instruction can ther|fore be onljfto activate 
pur students' iaterest in thesy matters^ We hd^j^that as 
f^a result jhey^will b'fc more, understanding, rnOre de« 
.imanding' of The ecooomjsts, politi6al scientists, and 
political "and p>iHlic leaders whojpecialize m the study 
of national policy. For it is they who must lepc^ 

' in^e formulalion^of abetter ways to implement oii^] 
"emer|i^wid often conflict inj gbals regarding health 
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Health as a Goair (ts Meanjng and Deiefminanis^ 
Sometimes the simplest coneepts turn out to^be the 
most ^(iafmplex. Wh^j initially sAems self-evkfent we 
find we really do not understand. Probably it is this 
way with the jconcept '^healthi'' Thus as conclude 
our pr.eliminary formulation^f the problem we should 
ask ourselves j ust what we mean by * 'health" as a goal. 

The World Health Orgai^izatioti (WHO) defines 
health -as ''a* state of complete physical,^ mental an 
social well-being and not merely- the absence of dis 
ire^s.or irffirmity^'' Thf customary view of **health"' is 
probably Ihe latter, uc, absence pf distress or in- 
firmity. A m^rit of the WHO definitioh is that it re- 
minds urf tha( heaUh as A^goal raa>|be mucR more, 

Health as a goal may concern ^t only physical 
health but also mental healthv^ we accent the WHO 
definition, we will be concernecf not only witl^physical 
and -mentdl well-being but alio with social%well-being. 
ISo defined, our goal /is broadened to be alhiost equiv- 
alent to the good society, \ , ' .. 
. Slmifarly, means to this^end, whethentnarrowly or 
broadly defined, are more varied thSn first ^mpe^s. 
Disease and infirmity are most dLrectly attacKta ,by 
curative or corrective medicine. Basically and minii^^. 
ally, health as a goal involves an attempt to provide 
resources for the cure of our typical ills and accidents. 
^ But another strategy, and probably a better one if 
possible, is to use resources for {he jprevention of 
disease or infirmity. Their prevent iorr^^fl^ involve 
more than medical palliatives. ThA^tfysical environ- 
ment is,v an additional source^^^^f poor health' en- 
Jvironmental pollution, dangerous cars and highways, 
slums^poor sanitation, for example. So also is our 
cultural environmeift: povjerty, cigarette smoking, drugs, 
overeating, drinking, careless driving, passive spectator 
sport^ and TV viewing, etc. 

The auto i^ a greater killer and maimer of humans 
than almost any disease. So is the cigarette. So are 
overeating (in developed nations) and starvation (in 
most of the rest of the world). So are poorly balanced 
difts. Poverty, and frequently associated with it, bad 
nutrition, substartj^^ard housing, inadequate sanitation, 
and poor edpcatitfn^ are certainly important correlates 
of poor health. Some may even argue thai the medical 
drama which so permeates our television makes hypo- 
chondriacs of many of us and thus harms our mental 
well-being. 

The point of all this is that health as a goal involves 
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much mori^an merely keeping physically well' And., 
the maintenance of a **healthy sociel>^'' and cure of its 
physically, mentally and socmlly sick requires much 
'fnore tharr merely r»ore and better health se>vlces,'^or 
lilamplrt pro^raj^s 4b alleviate' poverty or to p/ovlde 
better health educttion mpy be; better cures /for or 
preveruativjes of sickness than would be improved or 
more broadly avafilable medical services. This '^eans 
/that the economic problem of health isrBroader than 
;we 'first envisioned: It may involve the better alloca= 
ii&ti and use of all'* resources for tlie atiainment of 
many social goalSi. Sjmilarly ^with the political prob- 
lems Health is related to*fW resolution of conflicting 
JnteresUjpnd goals by society as a.-whole. 

' Background atfd AnalJ'sis Aeiatmg to the Problem 

Enough then of the' broad definition of oiir problenj. 
We must not . let our knowledge of the complexity 
and broad .scope 'of the problem become our ration- 
alization for dbing nothing, relying on freedom and 
market forces alone. ^Knowledge can'ue atuhe '*cost" 
of action; ' rather pur gda! with our slucfehts should 
be to make kilowledge ,a ^l^is for. informed and re- 
sponsible actij3^. But before turning to proposed policy 
alternatives a^d" problems of choosing among them, 
we shall skifcTi- further background. shall first, 
bnefly review^our current*programs and policies. Then 

, ,we wiir In turn review the economics of the health 
industry and . the politics, incfuding theVijiierest groups 

f. involved therein. We recommend^ indeed urgfe, that 
you read alorig with the- materials that fcfilow the 
JCEE's Economic Topics pamphlet on The' Economics 
of Health Care. Part One, "The Health Care System'' 
relates particularly to. this section. * 



, Our Ctdrrent' ^Programs as Revealed by their Fi- 
nancing — ^In 1975, as we pointed out above; we were in 
this country spending $547 per capita on personal 
health care. But for your students and all persons 
under 19 years of age the average health expenditures 
were $212 per capita; for those between the ages of 
19 and 64, 3472; and Tor persons 65 years of age or'' 
older over $1,360. ^hlnk about these figures for a 
moment. In 1975 per capita disposable* personal income 
(i.e,, average income* per person available to spend or 
save after taxes) was approximately $4,750. Almost 
one-tenth of what we have to spend goes for health. 
And health costs are highest in^the later years when 
incomes are generally declining. Like education for the 
youngt medical: expenditures for the aged cannot al- 
ways be paid for by the recipient when he or she is ^ 
served. Somehow their costs must be shifted to others 
or paid for when the recipient has an adequate income. 
Roughly only o,ne-third of the average p^r capita an- 
nual health costs is paid directly by the patient, Ap-. 
proximately one-third is paid by the average patient's 
private insurance plan=-for this the individual and/or 
his or her employer have been paying premiums. The 
remaining third of personal health costs is paid by the 
government, and thus by taxes. Let us look more fully 



into these last two=thirds,. first the finanqingfAf personal 
health care through private insurance ^nd secondly 
through government. \ * ^ 

Approximately three- fourths ,of the civilian popu- 
lafion have some forrrt of privai^ health insurance. Of 
thess civilian private insurance owners, 42 per^ht are 
insured with Blue Cr6ss/Blue Shield, 62 percent with* 
oVfjir private insurance companies, and 6 percent 
with I^alth Maintenance Organizations (the total is 
above JOQ percent because some h^e insurance in 
more than one category), Three^fourths of all these 
private insurance owners are insured by their place of 
employmerlt; with the employer paying part or all of 
the premiums, ^ r 

Blue Cross covers hospital^costs. It employs k service 
benefit approach, H.e,, it pays the hospital tlie 'tqtal 
^ cost for allowed services, e^g,, for a'semiprivate room, 
[fhus as hospital^s charge more for this servic^v premiums 
top-^^this coverage rise. Blue Shield covers surgical. 
^ cost^, tut on an inBemnlty basis, i.e., paying a specified 
amount per designated operation with the patient 
pgiying the remaj^nder^s Thus as surgeons* charges rise, 
I the patient pays'the, whole amount of the increase. 

Private insurance companies usually employ the in- 
demnity approach^ covering both a patient*s hospital 
and surgic^K costs. But in addition to. Blue Cross/Blue 
Shield or private insurance company hospital and 
^surgical coverage, one may also purchase (or his em- 
ployer 'may purchase for him)' Major Medical coverage. 
It "is to assist inlvery high expenses not covered by the 
above polidies. For examplCj it may pay expenses after 
$1 5,000-520,000 per family member. Then it usually 
provides for deductibles (i.e., for the patient paying a 
certain percentage of costjfe above the deductible 
amount, often 20-25 percent). 

The 5 percent of the insured civilian peculation 
who belong to Health Maintenance OrgaAiizations 
(HMO*s) have a very different arrangement. The 
HMO has its own staff of physitians a^df usually^ 
^ its own hospital. Thus it generally . fully /overs all 
allowed hospital and surgical costs on a-s^rvice b^sis. 
Physicians fare not paid a fee-for-service rendered but 
rather a salary (like teachers for example). Differing 
from Blue Shield and most private insurance contracts, 
nonsurgical physicians' services are also covered, e.g,, 
clinic, office, and sometimes even home visits. As their 
name implies, HMO's are concered with preventive 
medicine and thus encourage physical checkups and 
health maintenance visits by its members by charging 
no fee-for-service. 

In summary, Health Maintenance Organizations are 
financed fully by sponsoring companies and usually by 
membership fees charged to the insured. Blue Cross/ 
Blue Shield and other private insurance plans are usually 
financed jointly by employers and the insured, but 
with the latter picking up part of the hospital/surgical 
costs. In general, the insured pay approximately one- 
third of their total personal medical costs— often 
around 20 percent of their hospital costs, 60 percent 
of t licit physicians* charges, and an even larger per= 
centage of their drug, nursing home, and dental costs. 
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^ Tfee third of all pcriicinal medical costs thatSls fi= 
nansed. by the government consists of programs par- 
ticularly for thte aged and for the poor. Fifst ihene is 
Medicare. Mecicare is a governmeni=sponsored social 
p insiirancp prbgram in which eligibility h based on age,' 
nqt>oei^/^ne must be 65 o^ older, Like B^ie^Tos.s/ 
Bfu^^^ifS, its benefits fall into two parts: Part A " 



g5*^^\^v1^%br^hby3itali and related services. It 

P>c^piBiftesf|\, s^vLce benefit approach*^(e^g., covering 
•%^hi^PUal^4'^ for the first 90 tlays) vvith cost- 



*\^l^^p^al^#'^penses for the first 90 tlays) vvith cost- 
'.^arini^. Patt (relates to^physicianst services, h too 
combiries servi^^^iype benefits with cost^^ring. For 
^ example^ there is a deductible am o Lint rhe individual 
must pay, plus a coinsurance provision by which the 
individual pays 20 percent of the amouBt' above the ■ 
deductible slim. Part A (hospitalHs'fipariced by a pay- 
roll tax. Part B (physicians' services) is voluntary and 
involves a monthly premium paid one=ha\¥^y tlmner- * 
son and one^hal f t roni public t%nid>, ' ^ \ - 

Medicaid is a'federal/state gq^v^rnmcnially supporbcd 
program of public assistance to persons on vvelfare. 
It covers hospitali/iat.ion, physicians' services, and 
nursing care/ Medicaid, differing from Medicare; ap- 
plies to ail ag^s. For further and more up=in-daic 
'^information on Medicare or Medicaid sec a recent al- 
: manac and yearbook. ^ 

Economics of HeaIih=Thc prpW.eni ot providing 
adequate health care is basiciiJ^feconnmic. We simply 
do not have enough human and maicrial resources 
to saiisty all our desires relating to healiti and also 
our many other desires. The economic problem ul 
scarcity exists* Also we may not be making the most 
efticient use of the f^^urces we now devote tu health/ 
Efffcieney, remember, is the central goal to which 
economics relates. In this section we will hrieny 
^ survey our health services pisi as economists would 
survey any industry. FHrsi we will isikc an cnerall view 
of health services as an industry. Then we will look at 
the demand for health services, the supply, and finally 
the resulting prices and the allocation of resources — 
in other w6rds=at the market. Wc recommend, indeed 
urge, that you read along with this section the JCULi's 
The Economics of Health Care, pp. 1-7, where tliis 
'topic is developed mor^ fully. 

Health services are the third largest industry in the ^ 
United Slates, Indeed in 1970 one out of every 20 per- 
sons employed .in the nation was in the herdth services. 
It is probably higher today. We tend ici-rfilnk of health 
services as being rendered by physicians. But actually 
there are approximately 12 other persons employed 
for every physician (3 clerks, 3 aides or orderlies, 2 
nurses, 1 practical nurse, 1 cleaning person, I medical 
or denial technician, and 1 food preparer). It is prob- 
able that many of your students will be so employed. 
Indeed, they should be alerted to the many skilled and 
challenging occupational areas in health services; e.g., 
nurses, medical technicians, dietitians, skilled thera- 
pists, paramedics. In addition, there are closely related ' 
occupations in, for example, the pharmaceutical in- 
dustry, health education, hospital administrntion, hos- 



pitar architecture, and even m.Gdical economics. , 
' Two=ifiirds of those employed rn the heatih serviees 
'iire emoted in hospitals afid nursing homes. Thus 
these p^^ihe many doctors*^ and dentists' offices, 
the drug stores, |nd clinics arc^the places iDP Bi^infess 
for the medical services. As mentioned earlie\jhe. 
health, services are not only a large industry but a 
rapidly firowing industry. For a more recent and more 
complete statistical picture of xhc health indt^stry we 
recommen|d that you or your students consult the mosf 
recent Siaiisiical Abstraci for the U^S. Browse through' 
the section on Health in Part 1 of Vital Statistics, 
In cconomiL's we are concerned with the market 
through which an jndust^ry serves iis cusiomers. Prob- 
ably the most striking epntcmporary fact related there- 
to is the rapid rise in the cost of health care and 
the large -increase in lft:alth expejiditures in the ,U,S, 
-Why? In economics we look at demand and sur 



Why Uie sudden iticrcase in demand? First of all, our 
population htis been, grtiwinjg. But mgst important, the 
prqportion of older people has, been increasijig .greatly; 
we have seen they are the greatest users of liealth 
services.' Secondly, As a result of new technologies and 
new- medical techniques vve^desire types of health care 
that were not previously available. For example, the 
aged used to be cartki for in oui' homesi now we usually 
employ nursing homes. Children were born and cared 
lor at home; now ih.ey arriv^^in mat^rn^y wards of 
hospitals, may be cared fpr in children's wing of a 
hnspital, and are kept well by skilled teams of medics 
and a vast array of medicines and jherapies. Yoday 
when we go to our doctor or the hospiiLTl we are tested, 
kept vvell, or cured by an ama/ing battery of new tech- 
nulugics. Health is now much more than a country 
doctor and an aspirin. 

Thirdly, our demand tor health services has been 
^^growing because our incomes have been growing, bui 
it is the distribution of income that affects the distri= 
hut ion of good health. The poor, cannot afford to bf 
sick, and when they are, t4iey rpay.have to rely on 
letting nature' take its course. ^The more welFio-dLf 
spend more on health, not only physical but often 
mental health as well. Finally, a^^ery important reason 
for ii\crease in demand has been the rise of new ways 
of financing health expenses=bV insurance and by the 
advent of Medicare and Medicaid, Because on the 
average |he direct cost to us is only about one-third of 
the actual cost of inedicnl services (the other two- 
thirds being paid by government or insurance), soine 
may demand medical services they would not seek if 
ihey svcre directly paying the entire bilh For all these 
reasons the demand for health services is increasing. 

Indeed, the demand for health services difters in 
several important ways from the demand for most 
other goods and services. According to conventional 
economic analysis, the consumer in a free enterprise 
economy, knowledgeable of the alternatives and know- 
ing that lie or she must pay the full cost of whatever 
he or she chooses to buy, decides whether to purchase 
a desired good or service. But these conditions are 
not usually true in the case of most expenditures tor 
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heahh. The consumer (patient) is largely ignorant 
atoQt the quality and even the price 'of the servfce 
about to purchased. Indeed t^e 'medical prytosfon 
generally aims to keep it that way; their **ethi(*" do 
Inoi permit them to advertise. Thus effort^s of self= 
^designated **public interest*' groups to provide con- 
siimers'with knowledge about dbctori' speciallies, edu- 
cation, charges, and records have been resisted. Pro- 
fessionals some^mes (and not only* dqctors) favor 
competition^ for others but resist it in 'their own pro- 
fession. 

Once the patient has chosen a doctor it is usually 
the physician who decides what the buyer is to purchase 
in the way of medical care. Since so vital a thing as 
health is involved, the physician is probably toldjo 
spare no expense. Few of Us would give our plumber 
or auto repairmyi'QT even our school superintendent 
such freedom. It^i^ve who will pay the bill but our 
doctor who influ^nces^our demand for his/or her 
services. Our doctor^ of course, will pnobably be con- 
cerned about the costs to us. But even'his or her judg- 
ment, may be influenced by the fact that most patients, 
protected at least in part by insurance, will not directly 
have to pay the full cost. Also the modern physician, 
threatened by potential malpractice suits, may be ^ 
prone to be indifferent to the patient's costs, A less 
expensive procedure could be at the *!cost" of an ex- 
pensive negligence involvement by the doctor. The 
opportunity cost principle has unusual applications. 

There are likewise complications on the supply side 
of the market for health services. For example, the , 
limited supply of doctors is in part doctor-made. 
Why? Although the incomes of doctors are generally 
high (a situation which should normally increase their 
supply), their number has been restricted by l>mited 
admissions to medical school^'. Similarly, the medical 
profession has established rules that forbid riurses, 
pharmacists or paramedics from performing services 
that doctors normally perform/ Likewise the medical 
profession has often opposed innovation in medical 
organization (e.g., HMO*s), Of course in all such 
cases the profession justifies its position in terms of 
what it believes to be in the public interest. You re- 
member this practice is a nearly universal * apolitical" 
act. We a,s teachers often do the same; so do. most 
profes,sional groups who control a highly valued service 
or good. There is a potential monopolist in most of us! 

Our economic policy alternatives relating to the 
market(s) for health goods and services become clear. 
Shall we try to make those markets more effectively 
competitive? Or if that is impossible, or will have 
undesirable results, how may we develop effective 
systems of self-control and/or public control? in gen- 
eral, then, how may we best organize the health service 
industry and markets so that they will be efficient 
in the meeting of human wants and equitable in the 
way they .^rve? The role of economics as a sociaA 
science is to assist in this quest. 

Politics of //ea/r/i— Repeatedly in ihc foregoing 
paragraphs we have seen economic considerations 



\Qdjf\^ to politics— to the exercise of power and the 
necessity of utilizing authority for making public pol- 
icy reUting to the health ♦ service industry. We shall 
now identffy the prime actors in the* political drama 
concerning heahh services. *Whosg interests are in-' 
volved? Who speaks for theie interests? Then with our 
actors identified, we shalUbriefly review the history 
of' the politics of this issue". The history, of course, 
leads to the current political situation including roles 
and strategies yqur students (and their teacher) may 
pl^y in ^deeperting their understandir^ of this issue 
^ and in exercising their own political power for public 
policies they^ favor. We hope that we will thus bring 
concrete meanirrg to the fifth and final basic political 
^TTcepi described in the .Introduction, i.e., political 
participatiop, . ' 

The- basis ^43^" politics lies in" conflicts of value. The 
working out ^f' these conflicts so that public policies 
are made pnd governments can Tunction is politics, 
Like-minded citizens ^who organize into groups have 
more political resources,'* and therefore have more 
inflLience. In the politics of health services there are 
several interest groups engaged in the formulation and 
promotion of policies that serve their interests as 
they see them and also the public good as they view it. 

First of all there are the physicians, approximately- 
350, (XK) in number. The most influential organization 
speaking for this group is the American Medical 
Association (AMA) to which 175, (XX) physicians be- 
long. Like most dominant associations of the eco= 
nomically very successful, the AMA has been a strong; 
conservative force, an agency to preserve the favorable^ 
economic? status of its members and to oppose most 
new institutions that might jeopardize or change this 
status. Thus, the AMA has sought to preserve the fee- 
for-service system of paying doctors and the right of 
doctors to be free from govern^enl regulation of their 
fees or practices. For this and^ other reasons it has 
oppojied most efforts to change <i.e. ^'reform") the 
health care industry. 

But there have been other spokesmen for other 
branches of the health ind\istry=the Health Insurance 
Association, of America for the insurers, and the 
American Hospital Association for the hospitals. The 
AMA and other organizations are not monolithic assoc- 
iations. Polhics is involved within a professional group 
or an association to determine who will speak for the 
group and what he or she will say. For example, with- 
in the AMA, the surgeons, the salaried doctors from 
universities and clinics, doctors employed by govern- 
ment, and young doctors and interns have at times 
dissented from the seemingly monolithic voice of the 
AMA. It is important that our students see these in- 
terest groups (particularly those with which they dis- 
agree) not as scheming giants opposed to the general 
interest,, but generally as well-meaning associations 
which are seeking ways by which tbeir^ self-interest, 
may serve the general welfare. 'Because people have 
different values, one man's ^'special interest" may be 
another person's ^'public good." 

A second category of interest groups is composed of 
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^ose iargety outside the heallh industry^ but which 
have a strong interest in the jiealth of , the nation {and 
thus of their mcinbers). Ttfe A^FI^^CIO is an example 
of such a group. It ha? sponsored studies, pubUshed 
analyses for the general citizen, and-engfiged in po- 
litical action related ^o healthi The Committee for 
Economic Developmeni (CED), an organizaiio^n of 
generally liberal business leaders, is another such body 
which finances serious studies ^of cyrl^ent issues^ and . 
publishes reports tq^i^fluence public policy. The CED's 
Building a National Health-Care System of April 1973 
' is su^h a report. * ^ ' 

In the pgiitijs of health {and many oiher public 
issues) there j-S a ttiigl category of actors ranging J'rom 
persons and organizations engaged sinfply in the ^ 
scientific study of the probfem., lo inienncdiarics be= 
tween these scienlisis and ihc public orjntercsi groups 
(e.g.* journalists, teachers, advisors a^d even the 
JCEE^through this booklet), and on further to persons 
or agencieH directly ad^'ocaling some policy posiion. 
For Aample, he^ih social scientists are to be found 
in the medieal cconomtcs dcpartmcius of medical 
schools and economics departjncnis in several univer = 
sifies of thy nation. Private research agencies stime- 
limes have such members. In many governmcni units, 
particularly HEW and sometimes in state oi^ local 
agencies, there are professionals x-Uiiaged in these ^ 
roles. Organized '*'public internist'* groups, such as 
^Ralph Nader's ^Public Interest Health Research Ciroup, 
engage in study, reporting and advocacy. Ihcv am- 
centraie specificaily on the naiure of the ''public 
interest,'' but no >way has yet been t'tiund to reach 
agreement on what it is=so that too rcnuiins a |io- 
liiical question. As our students study the politics ot 
health they should ceriainly become acquainted uiih 
all three categories of interest groups. 

Whai jias been the history of the politic^ o! health, 
the history of the C|p':'licts of inieresi whicti wc now 
seek to resolve witnli mimmum ol value loss to any 
pariiailar interest and a nKiximum contrihution to ilic 
interest of all? 

The value of health and the services of a good 
doctor have of course long existed. But the idea that 
the government should do something about it was first 
expressed in the late 19ih century. Compulsory accident 
and sickness insurance was first enacted in Ciermany 
under Bismarck in 1883-84. In the United States the 
late 19th century reform movements, espcciallv ot the 
Popuhsis, included such insurance on their political 
agendas. But the Great Depression of 1929-1940 
brought the matter to the fore. The Social Security 
Act of 1935 included old-age assisianee and provision 
for medical expenses for the elderly, jointly financed 
by the federal and state governments. In 1946 Britain 
passed a comprehensive national health insurance act; 
Canada fQllowed in 1958, In 1960 we initiated a series 
of reforms. The Medical Assistance for the Aged legisy 
lation was ehactcd, and the Kerr=Mills bill, providing 
public assistance benefits for those not already recipi- 
ents of weirare aid^ was also passed. Then in 1960 
came Medicare and Medicaid, In 1970, the C)ccupa= 



tiona^Safety and malth Act provided for additional, 
government involvement in health care, The Occupa- 
tional Safely and Heaith Administration (OSHA) sets 
policy and develops programs to promote safety and * 
health on the job. By setting federal safety and healihft 
standards, OSHA tries to reduce the incidence of em- 
'ployment-rela^ed persona^ injuries, illness and deaths 
among workiriig men and women in the U.S. ^ 

The idea that health services are' basic human rights, 
like education, began to be accepted by many people, j 
The consequences of this right, if it is one, ateNwidely 
discussed. B^ 1970, or soc>n ihereattcr, mc>si interest 
groups had come to recognize that some form of uni- 
versal health insurance or health coverage was in the 
offing. The only 'quest«)n was: 'what form? The 
following, had their plans: the AFL-CIO," the^ AMA, 
the . Nixon administration, the Health InAirance 
Association of America, the American Hospital As- 
sociatie^n, the CED, and several" medical economics 
scholars (notably Martin S. Feldstein of Harvard and 
H. M. and A. R. Somers of Princeton)^ , 

Although President Ni.xon sought lo initiate a pro- 
gram in 1971, only discussion and debate, but no ac= ^ 
tion, ensued. While there is wide agreemeni that some= 
thing should be done, the conflicting interest groups 
are far apart on method. Senate and House Commit- 
tees continued occasionally to hold hearings. Prodded . ^ 
by the explosion of medical costs, popular magazines 
continued tp run articles (be sure to consult the 
Readers Guide (o Periodical Literature for citations). 
The political parties select issues that will win votes, 
and medical care is among them, since almost no one 
is against some form of health care= In 1976 both 
major political parties dealt with hei^lth care 'in ihqir 
platforms. It seems almost certain that some health 
plan will be voted on and implemented in thrs decade, 
rhus there will be politics—bargaining, compromise 
and accommodation. There will be leaders exercising 
persuasion in eftbrts to get others to follow their wilL 
And there will be institutions, such as the political 
parties, and the Congress and the Presidency, through 
which policy will be made. Our goal as teachers is tO' 
prepare our students to observe and understand this 
poliiical = economic process, this contemporary 
experiment in public policyMnakin^ and probably to 
cxerci.se their own power intelligently and effectively if 
they choose to. For the practical aim of the study of 
politics is to improve political participation. 

Policy Alternatives^ 

What then are our policy choices? What is^ being 
proposed to solve or alleviate the problem? Finally, 
how docs the layperson choose among them? Having 
■ chosen, hosv may one mal^oneself politiQally effective .. 
in support of the preferred course? And since the 
''winner'' which emerges from compromise is unlikely 
to be yours, how does one respond to the pubUc policy 
decision? 

Majo r Proposed A I tern a ( i ves— F o u r m a j o r 
aliernaiive or complementary types of proposals have 
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been .suggested: ^ • - ^' \ 

1, Provide^ incehtwes for voluntary purchase , of 
private health insurance. Tax and other incentives, 
would be used wit*h employers and employees. For 
Sample, the AMA€s '*Medicredil" plan would give 
individuals tax credit against their income taxes for 
healthjnsurance expenditures. The American Hospifal 
Association's **Ameriplan" would employ a benefit 
Piayment rather than tax credit. The Health Insurance 
Association of America's **Healthcare*' would provide 
incentive tax reductions. Note that the spess here is on 
voluntary action but with tax inceniives to individuals 
and firms to da what is defTred, The health care 
industry is left lafgely as it |s. 

2. ^ Mandatory private insurance plus a program of 
benefits for the poor. Emplqy_ers would be required to , 
purchase private health insurance for their employees. 
This was central to Nixon's proposed Naiidnal Health 
Insurance Act; emplbyers w4re to pay two^thirds, and 
employees one-third. Provision would be made ^ for 
voluntary pufchase of insurance by persons not 
covered by this scheme. Also in the Nixon plan^ the 
federal government would subsidize coverage for low- 
income families whh children, fully for families of 
four or more with incomes up to $3,000 a year, and 
partially for other low^income families. 

3, Comprehensive government-operated social 
ihsurance under a govern^ent=financed system. There 
would be compulsory covera|e of the whole popula- 
tion, finahced by payroll taxes and general tax revenue^ 
arid administered by government and not by private^ 
insurance companies. The Kennedy-Corman National 
Health Security Plan follows this coursel It, however, 
allows individuals either to join a comprehensive 
health service organization (e.g,,^an HMO) or to enter 
a fee-for=service arrangement as at present. Others 
who favor this alternative feel that the health service 
industry must in whole or part become a government 
enterprise (like the publi&schools) if it is really to serve 
effectively and efficiently. 

4. Strengthen and extend Medicare to the entire 
population. The program would be financed by pay- 
roll taxes as at present but with federal revenue added. 
But differing from the plan just^ above, private 
insurance companies would be retained and employees 
might opt out of the program if they privatej^y 
purchased adequate insurance. We suggest you review 
our policy alternatives as developed more fully in 
J C E E ' s The Econom ics' o f Health Care pp. 7-10. 

Major policy toi/es— The differences among these 
four alternatives should help us to identify the basic 
policy issues involved. These are: 

L Who should be included? The entire population 
or only those who do not now have adequate coverage 
or only the poor? 

2. What should be covered? Everything; only selec- 
ted health care and only to a limited amount; or 
should individuals and families cover normal medical 
expenses for themselves thus confining coverage under 
the legislation to catastrophic expenses (thus to Major 



Medical)? ' 
3- Should participation be voluntary or mandaTory? 

4. 'How should the pjan be finance^? Privately or 
I by government? If the latter, by general revenue or by 
/ payroll. taxes on employer or employed? * 

5, Hdw should it be administered? €hbuld insurance- 
be through government or throujh: private carriers? 
Should medical services be provided through p^i^^ate 
enterprises, through HMO's, tbrough clinics and 
hospitals, through government enterprises? 

But basic to the policy issuas are the problems 
identified at the beginning of this paper, problems^'as 
seen by laynien and economists. . 

K Just how much of our GNP are 'we prepared to 
devote to the health services? ^e are approachyig 10 
percent. Should, we be using mi^re? ITso, what other . 
goods and services do we reduce? One of the m&jor 
measures of your -success as' a teacher of ^ecpnomics 
will be whether you, and yo'^ur students "develop a habit 
of appraising what you want in terms of its oppor- 
tunity cost. What would be the opportunity cost ,of 
more and better health care? What would be the 
opportunity cost of increased expenditures on accident 
prevention? Wlpt are the direct and indirect costs that 
a program like OS HA places on employers by 
requiring them to furnish, each employee with a hazard- 
free environiTient? How might these costs ultimately 
affect the prici of goods and services? 

2. How much of our resources should be devoted to 
better health services and how much to alleviation of 
some of ,the causes of .poor health? Should our 
strategy be to' build a more healthy society, or to 
repair the personal and social consequences of our 
failures? . 

3. Hovv can we get a more efficient organization of 
the health care industry? More emphasis on preventive 
medicine? Services effectively available to the poor, to 
all geographic regions? How can we get better use and 
organization of the resources we have? Will fee- for- 
services or salaries more likely provide incentives and 
employment conditions to stimulate the best 
performance? How can we build incentives for 
efficiency into our health care system? How can we 
assure an effective system of accountability? 

4. People will be motivated by their self-interest and 
thus ^ill employ politics (that includes not .only- 
doctors but all oT usf. How can we best build an 
organization or organizations that will structure the 
interests of physiciains, hospitals, insurance 
com panics » nurses and consumers so that they serve 
the interests df all or most? Should we try to move 
toward a more effective cbmpetitive frm enterprise 
economy in the health services or should we move 
toward more government contrpl, and operation, and 
higher taxes? Or should we be developing a mixed 
system, with private enterprise where .it is likely to 
work* but with government operation or other organic, 
zatiunal plans where they seem more app ropfrg te? Is it 
possible to develop an "effective system of sajf-control 
into thb parts of the health industry itself? 
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How Does One Choose? How May )he Citizen 
Influence HMth PoUcyf-^ln view of the preceding 
fconomic questions, how doas onf choose aipong such 

S^variid plans? What may one do to be politically 
if fective in support? of What^ one believes? With such 
questions/ political science becomes releverit to us 

A*again* 

f^The idt^Ilstlc view of the intelligent citizen isnhat he 

* ' or she cSrSfSIiy ituato^iraterimtive^ 

or her raindi then casts a vote and abides by the results 
even though they may- be disappointini. A similar 
simplistic view Is oftfen held by those of us who are 
social studies or social science teachers; we . imagine 
- I^f by **solving'* social problems in our classrooms 
or by shovying our sfudents the alternatives we 
thereby prepSfe them to. vote intelligently, Bm all this 
f is a figment of the imagination. The closest individuals 
will probably ever come to voting on. this issue will be 
In a presidential or congressional election in which, if 
health care is an issue, it will be only one of many 
issues. How then may your students (and you) become 
f invplved? ^ ' 

A few of your students may see health care as an 
Issue which they would Jike to continue to study 
(certainly a short unit at school should have taught 

# them how much they still do not know). Later they 

I ma^ participate in a committee of local citizens who . 
continue to study the matter in the League of Women 
Voters, the Chamber of Commerce, or the regional 
health care board, Some may become in your com= 
*muriity ^'opinion leaders-* recognized for their 
fc^wledge of health problems. They may be public 

fr representatives on local hospital boards or HIViO's, 
Thtjr may organize or lead local forums on the 
subject. They may write letters to the local newspaper 
expressing their views on local and national issues 
relatihg to health policy. They may become active 
members of local public interest groups whose general 
pdsltion they support, e.g., possibly Ralph Nader's 

■ ; self-styled Public Interest Health Research Group or. a 
. PoHtlcal Action Committee of their union. Indeed one 
■ of your students might even run for Congress some 

.f^r time, making this a major issue. 

Probably some of your students \yill be employed in 
some phase of the health services; indeed one of your 
teaching goals should be to alert them to vocational 
ppssibilities here. It is certain that all your students 
will be employed in an industry which will participate 
in financing health services. \ Thus they will\become 
' members of special Interest groups. Probably likle you 
now teach them will determine your students\ later 

^ stance dn this issue. Rathbr iJ is the union brXpro- 

^ fesiionaLassociationJO vifhijbi belong, the firkin 
which they are employed, the opinions of their fellW 
workers or managers or bosses that will largely de- 
termine their views, f ; 

But within these special interest groups wG/may 
exercise leadership. As we choose leaders ©f our, 
Interest groups, we influence whether they provide 
responsible leadership on our behalf. As we become 
aware that all of us rationalize our private interests in 



terms of the public good as we see It, we may become 
more open-minded participants in the dejnocratlc 

apolitical process. We may be mistaken as to wTiat is to 
our interest, in the short run and long run; so also , 
with what is rially in the public interest, And thus the 
compromise which is likely to r^ult, while fully satisfy^ 
ing to no one, may become a platform of experiment 
and experience from which future builders of a better 

^heaith^ervicHndustry-may-orienHheir^reform Sr \ 
In addition to our special interests many of us may 
have our policy vi6ws Influenced by our social-political- 
economic philosophy. There will in a free society 
always be conservatives whose interests and genuine 
devotion is to the siatus quo or even to what oncr^ws. 
They are indlspensible stabilizers of society and 
challengers of new, perhaps poorly formulated, ideas 
for ^ange^ There will always be persons w^o advocate 
change, persons whose interests are usually involved in 
altering the social structure. Then there will be the 
great masses of us who ride along with the views of 
the interest groups to which we belong, or with those 
with whose general philosophy we agree. We are the 
**opinion/ followers." 

A central objective in teaching this unit is to make 
this "ride" more comprehensible to our students, to 
alert them to the problems of providing proper health 
care to all and to proposed alternative solutions. But 
we cannot give them the answer. Another objective 

^ should be to assist our students to understand |hem- 
selves as pplitical persons, to Jearn how ' they as 
members of special interest gr,oups may see that their 
group is guided by competent and responsible scholar- 
ship as its opinion leaders develop policy positions. 
Finally, our goa) should also be as teachers to activate 
a few to become "opinion leaders" or politicians who 
^will devote their lives in part to the building of a freer, . 
more efficient' and more equitable society embodied in 
the health* services^ 

An Illustrative Case Study 

Your own community will probably provide the . 
most useful case for applying the economic and 
political science concepts dinned in th^ Introduction 
and employed afcove. Your students will probably be 
able^tp document the problem as defined in the first 
part from their own experiences and those of their 
families. Your community may be facing it? own dif- 
ficulUes and controversies in health care. ; . 

Is yours one of the many communities in the nation 
without a doctor (or with too few)? Or is your 
community having problems supporting several 
competing hospitals wHh duplicating services; thus are 
you discussing possiblb consolidation? Do the poor 
and the aged have effective access to needed health 
care? Are your nursing homes overbuilt or in- 
adequate? Is there an HMO? Have your health in- 
surance rates been increased recently? Should health 
education and basic medical care be provided in your 
publft: schools? These are tut samples of health care 
problems that probably are around you. 

Remember,, as you study yoiir local case, to apply 
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the basic economic and political questions to it, Whai 
do we want? How tfficiehMy are we organized for 
satisfaction of our health wants? For whom it the 
organization working and are all those who should Be 
served being effectively served? How cguld the use of 
our local human and capital resources in the health 
industry be improved? More of some desired service 
will be at the **cost*' of what other desired service 



And as you view ^ocal health problem from a 
political science perspective^ notice the clash of in- 
terests involved* Note Jiow interest groups try to ex- 
ercise power in their behalf— using the power of 
words* of money and of prestige. Note how the 
political process is used to try. to reconcile these 
differences, tO! find a^ solution probably complftely 
pleasing to none but partly satisfactory tomany. Note 
how jndividuais participate in^ the making of public 
policy* Note how everywhere private interests are 
being rationalized in terms of the public good. Note 
the role of scientists, of opinion leaders, of interest 
groups, of politicians in the process. 

In these ways your students should be able to ^hare 
in your community's effort to answer the question, 
"Health care for wljom?" 

A Selected Bibliography for Teachers 
" JCEE Economic Topic Secies, The Economics of 
Health Care. Analysis by N. Tor Dahl and E. David 
Emery/ Teaching Suggestions by Edward Prehn. New 
York: Joint Council on Economic Education, 1974 
tmaillng address: JCEE, 1212 Ave. of the Americas, 
New York, NY 10036). 16 pp., sold singly or as a set 
of 30 analyses and 1 complete booklet. A ^mstrip is also 
availabjie. This is a nearly Indispensiblfc complement to 
this unit. In particular it supplements our materials on 
economics and on policy alternatives. Differing from 
this JCEE Economics-Political Science Series, the 
analysis part of the JCEE Economic Topic Series is 
written for students. 

Robert D. Eilers, Financing Health Care: Past and 
Prospects. Minneapolis: Federal Reserve Bank, March 
1974, Exponent No. 7, 32 pp, (mailing address- 
Federal Reserve Bank, 250 'Marquette Ave., Min- 
neapolis, MN 55480). Free classroom copies availab[e* 
An excellent readable short coverage of the topic. Be 
sure to get a copy for yourself and perhaps others for 
your students. It is descriptive in nature; you will 
need to supplement it by an economic and political 
perspective. 

Committee for Economic Developmeni, Building a 
National Health-Care System, New York; Committee 
for Economic Development, April 1973, 105, pp. 
(mailing address- CED, Distribution 'Division, 477 
Madison Ave., New York, NY 10022). $2,10 per copy 
including postage; a free copy is available to high 
school ^achers who mention course title for which 
publication is to be used. An excellent booklet with 
many useful charts. It is a good exa^le of how a 
^business grgup trying to contribute to public 
dis^sion of the issue and to the choice of a new 



health.care policy. ' ^ . 

Social Security Administration of HEW, Social 
Security Bulletin, If this periodical Is available in your. 
Horary, you will find it to be your best source for 
recent statistical information and charts, You-might 
also visit your ^local Social Security office to see a 
copy. Browse through recent issues. The following are 
two illustrations of recent very useful articles (these twg 
-artlelsi— ^re— pubHshed-^ever^— -y€af™yi— 



indicated);v , 
"National Health Expenaitures, Fiscal Year 1975,'* 
February 1976, Vol. 39, No. 2, p^p. 3»20. 
* **Age Differences in Health Care Spending, Fiscal 
Year 1975,'* June 1976, Vol. 39, No. 6, pp. 18-31, 
AFL^CIO, rAt American Federationist and View- 
point:^ AN lUD Quarterly. Washington; AFL-CIO / . 
(IS^aillng address: AFL-CI0,J15 Sixteenth St. N.W;, 
Washington, DC 20006). These two publications often 
hive articles expressing AFUCIO's views on the issue. 
Free copies are u|ually available In limited quantity, ' 
They are generally very well written and well illustrated^ 
The following are illustrations of recent articles (by the 
time you read this there will be others): 

Representative James C. Corman, *-Now More 
Than Ever: We Need a Health Security Act," 
Viewpoint, 5, No. 1, First Qtiarter 1975, 29-33. ^ 
* -National Heahh Perspectives; 1973,'* Viewpoint, 

3, No. 3,-Third Quarter 1973^ 
**Special Issue: National Healthr Security— The Only. 

Solution,** American Federationist, May 1973.. 
**Health Care Cost: A Distorted Issue,** American 
^ Federationist, June 1975.^ 

* 'National Health Insurance; Diagnosing the Al- 
ternatives,** American Federationist, 5um 1974, 
pp. 7-14, , 
Scientific American, September 1973 issue or its 
reissue in book form under the title Life and Death 
and Medicine. San Francisco: W. H. Freeman and 
Co. An excellent, scholarly, though readable study. 
The following three chapters apply to our topic: 

Martin S. Feldstein, ''The Medical Economy," pp. 
112-119.^ 

James L. Goddard, "The Medical Business,** pp. 

120-128. ^ - ' ^ 

Ernest W, Seward, **The Organization of Medical . 

Care,** pp. 129-135. 
See also the bibliography on pages 10 and, 16 of the 
JCEE Economics of Health Care, For very recent^r 
current information see^ 
Readers Guide to Periodical Literature under ^ 

'^Medical Laws and Legislation,** "Medicare,*' 

**Medical Policy'' and related titles. ' 
Social Science^ Index under "Medical Care,** 

**Medical Economics,** ^'Insurance— Health,*' ^ 

and related titles. ^ 
Statistical Abstract of the United S/ato, Part 1, , 

Vital Statistics— Health. ; ^ 

A current almanac (World, information Please^ 

CBS News, or Reader's Digest) for summary of 

Medicare, Medicaid, or other current legislation. 
4%. Watch ^or hearings on national health policy con- ; 
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ducted by Senate and House Committees such as: 
Jenata Land and Public Welfare Committee: Sub- 

committete on Hialth* * 
Senate Finance Comn^ttteei Subcommittee on Health, 
House Ways & Means Committee: Subcommittee 

on Health. 



Joint feconomic Committee 

Also \Vatch for findings concerning the nation's 
health issues from time to time by the U,S, Bepart- 
ment of Heith, Education and Welfare (HEW), 
probably by the Secretary or by the Health Resources 
Administration or Social Security Administration. 
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Rationale and Objectives 

prepared by . 
Lawrence W* Bloch 



Rationale . 

Health care has become the third largest industry p 
the United States, with a total expenditure of well over 
$100 billion in 1975. Costs of health care have gone up 
faster than the rising cost of living in the past 20 years. 
Hospital costs* in particular* have risen even more 
rapidly, going up almost 10 percent annually between 
i960 and 1970, Many health economists feel there is 
little ^ correlation betv^^^en health expenditures and the 
f true quality of jiealth care or even lower mortality rates. 

One of every 20 persons in the labor force is 
employed in healtfi service industries today. Being a 
potential employee* but certainly a consumer of health 
services, it is vital that today's student has some 
understandirig of the many economic and political 
factors ^affecting health care. 

TMs premise Is further supported by the confusion 
surrounding the myriad models of financing rnechan- 
isms for medical care by both private and public 
sectors. The student, as a potential consumer, must 
learn his or her way through the maze of Blue Cros^ 
Medicare* H.M.O., and National Health Insurance. 
Many political leaders agree that the present system of 
financing medical c^ has glaring defects. 

Even though the*vast majority of Americans has 
some sort of private medical insurance* major illnesses 
or accidents can still bankrupt the middle-class family. 
For people over 65, who have large medical costs on 
llmiffed incomes, the government has assumed much of 
the ^ost through the Medicare program. Even here, 
there' are still out-of-pocket expenses for the elderly 
not fully covered by Medicare. The United States 
remains the only industrialized country in the Western 
world without some form of National Health In- 
surance. Various plans have been put forth to meet 
the problems of the extraordinary rise of medical costs 
in the United States. 



In addition to financing medical costs* another 
major problem is the delivery of health care services. 
Health service, being a scarce economic good* is not 
evenly distribuled throughout the country with 
relatively less service in rural regions and inner city^ 
areas. The poor tend to have far less access to medical 
services than those with higher ■iifcomes. In fact, the 
delivery of health services has changed very little in the 
last century. It has been described at one of the last 
**cottage industries." Soncie critics have suggested a 
complete reorganizatioa^gf the delivery of)health car^" 
in the United States. 

The extent of government involvement in health care 
will be one of the major issues facing legislators,^ and 
so in turn, an issA for the voter. The choice|-io be 
made regarding health care delivery' and financing are 
difficult and will involve considerable th6ught and 
energy in the next decade. Youth must be informed of 
the issues. 



Activity 
Implementing 

ectlve 



Objectives 



The student will: 

1 . interpret charts and graphs con- 
taining data on health care costs 

and expenditures No. I 

2. employ cost-benefit analysis for 
assessing alternative health care 

policies Nos. 1, 3* 4 

3. apply concepts of supply and de- 
mand to explain and/or predict ^ 
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price trends in the health care 

industry Nos. 1, 2 

identify practices and policies that . / 
have resulted in a modiricatlon of 
the marHct for health pare goods 
and services No. 2 

identify t he major interest groups 

involved and state the position of 

each on pressed health care policies No. 3 



6. describe and stMe reasons for the . 
present distribution pattern of * 
health care goods and services No. 3 

T. identify and st^te value issues in- 
^volved in the controversy ov6r 
national health care policy Nos. 4 

8. clarify his/her value position and 
~^^imifFthe^!i«y~alterm^N^a~Tn 



consistent with this position 



No. 5 



For ease in duplicating the classroom handouts, fill student materials are found at 
the back of this volume > 




Instructional Activities 



prepartd by 
Lawrence Bloch 



Instructional Actiyi^ No. 1 ' 

Rising Costs of Medical Care in the United States 



Recommended Usei 

TItm Required^ , 
Materials Required^ 
Aationalei 

Concepts^ 



Instructional 
Objectives: 



Introductory activity for ilth-12th grade courses in Con- 
temporary Issues or Economics. 

Two-three 43-minute class periods, - 

Visuals" A=D and Student Reading No. 1 

To understand the extent of and reasons for the rising med- 
ical costs in the United StatesMn the last 25 years. 

Cost/benefits* gross national product (GNP), index number, 
amount yj, percentage. 



Given charts and graphs containing data on costs and ex- 
penditures for health care, the student will; ^ 

1. demonstrate understanding of* the nature of the data 
provided by: ^ ' 

a. defining key terms (GNP, Index Numbers, etc.) Used 
in headings or to label columns and axes, 

b. distinguishing between amounts and percentages. ' 

2, compare costs of medical care for selected years between 
1950 and 1975, 

3, compare price increases for different types of health care 
services from 1950 to 1975. 

4. state hypotheses as to why costs for certain health care 
services have risen sharply while the costs for others have 
remained relatively stable, 
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5, idmiityitym of health care services paid by the individual, 
by iniiSance companiai, and by gcfvernment, 

=6. through discussion, state, and weigh costs and Tbeneflts of 
Itgovernment expinditures for health care. 



Tjj icliing itrmtigy 



Pupil Activity 



1. inttroduce topic ^by having students^ discuss special 
fiealth care . costs they .or their femilles have en» 

' countered over ttte past several year?. 

2. P^rojeet visuals A and 

Before having students attempt to interpret data, 
you may wish to review the following terms; GNP, 
Fer Capita Cost, Index Number. 

Note: You may wish to present (or have students 
collect) data on health costs in the local area and 
have the class compare these to national statistics. 

3. Follow up discussiok of high cost df medical 
care with Visual C and Student Reading No. 1 in 
order to giy^tradents ^some idea a| to who pays 
the over Si 18 billion health bill in the United States. 

' ' Have students explain main details of the chart. Be 
sure to include a discussion of the changing quality 
" of health care as a factor affecting costs. 



Discuss costs of personal health care or health care for 
their ftmilies, ^ - 



Using data provided on visualt: 

a. compare the rising health costs in 1950, I960, 1970, 
and 1975. 

b. identify rfedical services showing the, greatest cost 
Increase between 1950 and 1972 and hypothesize 
reasons for the rise. Try to account for unusual 
rise in hospital care and nursing horne care and 
relatively stable costs of prescriptions and drugs. 

Explain and compare the per capita cost for health 
care in 1966 and 1975. ^ ^ 



' 1^ ^ ^ 

4. Project Visual D. InRiate class discussion by asking 
the following^ ^ . 

a. Who benefits the most from/government expendi- 
ture on hospital care? Who pays (i.e., what is the 

. -sdurce of government funds spent for heahh 
care)? ' 

b. Private insurance pays the least for which types 
of medical service? 

c*. Why are most people not too concerned with the 
V high cost of hospital care? 

d* What percentage of doctors' services does the 
patient pay^ 

5. After completing analysis of charts, preserit the 
following problem: \ 
Assume someone in your family has a serious *auto 
accident necessitating a six-month hospitalization 
at the following costs: 

Hospital ^ $18,000(5100 per day)' 

. Doctor ' 4,500 
Nursing, drugs, 

etc, ' — 2,000 



. ' $24,500 
How would these costs be paid? 



Analyze charts explaining the pirtient's share of costs 
^pr various health services and implications of this for 
consumer demand. 



Respond to problem by reporting orally how mu£h of 
high cost of auto accident would be paid by private 
insurance, and how much paid by patient's family* 
Check at home how much of this cost woul^^e paid 
by government, private insurance, and patient's Tamily. 



33 



6. Extended Aciivities (Opiional) " 

Divide class into Task Forcei, each with responsi- 
bility for one of the listed long^erm assignments. 



Task Force Ahignments ' 

a. Compile a list of the different types lof health care 
facilities available in the local ^ re|ion. ^State the 
purpoies of each type identified. '* 

b. Interview administrators of varidui facilities and 
obtain data regarding their objectives, cost of oper- 
ation, recent changes in policy due to increased 

— r~costs-(i f^ny) . ^ ^ ^ : 



c. Interview rtiembers of the ^community regarding 
their attitudes towards health care, cost of services 
and possible solutions to problems of 'hgaith care. 

d. Compare health care practices in the Unite^^States 
with those of other countries. . 

e. Collect statistical data and develop diarts on cost 
of medical care in the local area. 



V VISUAL A 



TODAY'S 



llOO 



1950 



1960 



CARE DOLLAR IS OVER 
8.3% of GNP 



1970 



1971 



1972 



1973 



Fiscal years 



$118.5 




1974 1975 



1 



Source; Social Security Bullotin, February 1976, p. 5 



ERIC 



26 



VISUALB 



WHICH MEDICAL COSTS HAVE 
[EASING THE Ml 



Index 
NumDer 



PRICE TRENDS. 1950 - 1972 
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1960 
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1970 1972 



Sources: Dept. Of Commerce, Dept. of Health, Education and VVelfari. the Conference loard, 1173. 



FRir 



27 



'56' 



ES 



HE PATIENT PAt DIRECTLY? 



Dollars per Capita 



$182 




Fiscal 
Year 



1966 




Pircent of Total 




0) 

c 

> 

f 

o 



100% 
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ffcs: SQCiil Security Bullhin, FibruaFy 1976, p. 14. 
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WHAT'S THE 



FISCAL 



1975 



S SHARE OF EACH HEALTH BILL? 



c 
> 

jr 



$215 



^Public 



THIRD' 
PARTY 
PAYMINTS 



PhilanWbpy 
and industry 



Private health 
iniuranoe 



patienW bmiCT paymints 




12% 





$76 



« ' iiiiiii 

ipiii 

ipiliiil 

Iiiiiii 

iiiiiii 



Hospital ' Phyiisiana' 
care ^ iervicea 




^Dintiiti' ' Drugs and All other 
servicei drug iundries sirvlais 



PERCENTAGE Disf RiBUTION OF PER CA^A PERSONAi: HEALTH Ci^E EXPENDITURES 



.1 iVW-)P- ; i 



■ ' - - 

' Source: Soc/a/ SBaurlty BuilBtin, fiebruary 1976* p, 15. 
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student Reading No. 1 

NatiorililHeiiltK Expenditures 

Privafeand pu^ib^l950 and 1973 



FISCAL 1950 TOTAL AMOUNT (In Millions) 



FISCAL 1975 TOTAL AMOUNT (In Millions) 



Type of Expanditure 


, Total 


Private 


Public 


Type of Expanditure 


Total 


Wlvate 


Public 


Health S^i?yici^|^d Supplies 


n.isi 


8,710 


2,470 


Health Services and Supplies 


111,250 


65,665 


45,585 


Hospitrtl <^w|' 


3,698 


2,008 


1,690 


' HospitiJ Care ' 


46,600 


20,957 


25,643 


Physiciani^ervices 


2,689 


2,556 


133 


PKi^sici^ns* Services 


22,100 


16,245 


5,855 


Dentists* Services 


940 


940 




Dentists^ Services 


7,500 


7,085 


415 


Nursing Home Care 


178 


167 


11 


Nursing Home Care 


9,000 


3,799 


5,201 


Other 


3.676 


3,039 


636 


Other,/ 


26,050 


17,579 


8,471 



>4 



Source: Social Securiiy Buiiefin, February 1976, p. 7. 
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Instructional Activity No. 2 

Supply of and Demand for Medical Services 
in the United States 



Recommended Usei Developmental activity for liih-12th grade classes in Con- 
temporary Issues or Economics, . ' r 



Time Required i 
Materials Required^ 
Rationales 

Conceptl^ r 

Instructional 
Objectives* 



One-two 45-minute class periods. 

Student Reading No, 2 ' ^ 

To understand how increased demand for health services 
and a higher standard of living have driven up health costs. 



Market , demand^upply * price. 



Given the reading **The Economics of' Health v ftnd cla^i 
room discussion of factors tha^ affect the markeft for ;healtft|;; 
care goods'and services, the student will be able to^^V 

L list reasons for increased costs of medical servidfcs. 

2/list ways in which the demand for medical services is 
different from the demand for other goods and services. ^ 

3. describe pradtices within^^the hfflth care industry that 
modify the market for health care^ goods and services, 

4. state effects of governmental programs on the market for 
health care goods and services. 

5. predict price trends in the health care market when factors 
of demand or supply are changed. 



Teaching Strategy 

1. Distribute Student Reading 5No/2' 



Pupil Activity 

Read handout and discuss the following* 

a. Why is it becoming more difflcult' t© receive service 
from doctors during the week% /at" night, or on a 
weekend?^ Why is. it sometimes easier' to see a 
specialist than a general practitioner? 

b. How is demand for medical services similar to and 
different from demand for other goods and services? 
The supply of medical services? 

c. What effect do these factors have on the price of 
medical services? 

d. What effect hav^ the governmental programs Medi- 
care and MedicaiH had on the demand for medical 
services? The supply? Price? 

e. If, government paid all medical bills in some sort 
of national health insurance plan, what effect do 
you think this would have on the price of various 
health care goods and services (e.g., hospital cost, 
physician costs, etc.)? Why? ' ■ " 



^ student Reading No. 2 

The Economics of Health* ^ 

The problerti of providing adequate: health carr is basically economic. We 
simply do not have enough human and material resources to satisfy all our desires 
relatiifg to health and also ^our many bther desires, The economic problem of 
scarcity exists. Also we may not be making the most effective use of the resources 
we now devote to, health,;; 

Health servfces are the third largest industry in the United Stales, Indeed in 
1970 one out of evary 20 persons employed in the nation was jn the health 
services! It is probably higher today. We tend to think of health services as being 
rendered physicians. But actually there are approximately 12 other persons 
employed for every physician (3 clerks, 3 aides or orderlies, .2 nurses* 1 practical 
nurse* 1 cleaning person, 1 medical or dental technician, and I food preparer). 
There are many occupational areas in the health service' industry, e,g,, nurses, 
medical technicians, dietitians, skilled therapists, paramedics. In addition there are 
numerous closely related occupations in, for example, the pharmaceutical 
industry, health education, hospital administration, hospital architecture, and 
even medical economics. 

-Two-thirds of those employed in the health services are employed in hospitals 
and nursing homes, Thus these plus the many doctors* and dentists' offices, the 
drug stores ^nd clinics are the places of business for the medical services. As 
mentioned earlier, the health services are not only a large industry but a rapidly 
growing industry. For a. more recent and more complete statistical picture of the 
health industry we recomrnend that you consult the most recent Siatistical 
Abstract for the U.S. ^Browse through the section on Health in Part I of Vital 
Statistics. 

In economics we are concerned with the market through which an industry 
serves its customers. Probably the most striking contemporary fact related thereto 
is the rapid rise in the cost of health care and the large increase in health 
expenditures in the U,S, Why? In economics we look at demand and supply. V^hy 
the sudden increase in demand for health services? First of all, our population has 
been growing. But most important, the proportion of older people has been 
increasing greatly; we have seen they are the greatest users of health services. 
Secondly, as a result of new technologies and new medical techniques we^desire 
types of health care that were not previously available. For example, the aged used 
to be cared for in our homes; now we usually employ nursing homes. Children 
were born and cared for at home; now they arrive in maternity wards of hospitals, 
may be cared for in children's wing of a hospital, and are kept well by skilied 
teams of medics and a vast array of medicines and therapies. Today when we go 
to our doctor or the hospital we are tested, kept well, or cured by an amazing 
battery of new 'technologies. Health is now much more than a country doctor and 
an aspirin. 

Thirdly, our demand for health services has been growing because our incomes 
have been growing, but it is the distribution of income^ftiat affects the distribution 
of good health. The poor cannot afford to be sick, and when they are, they may 
have to rely on letting nature take its course. The more welUto-do spend more on 
health, not only physical but often mental health as well. Finally, a very important 
reason forincrease in demand has been the rise of new ways of financing health 
expenses^ — ^by insurance and by the advent of Medicare and Medicaid. Because on 
the average the direct cost to us is only about one-third of the actual cost of 
medical services (the other two-thirds being paid by government or insurance), 
some rhay demand medical services they would not seek if they were directly 
paying the' entire bilt. For all of these reasons the demand for health services is 
increasing. 



•Excerpt from Health Care lor Whom?" by Laurence I-., [.earner and Paul A. Sinith, 1976. 
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How the Demand for Health Services Differs from the Demand for Other Gpods 

and Services , , r *u 

The demand for health services differs in several important ways from the 
demand for most other goods and services. According to conventional economic 
analysis, the consumer in a free enterprise economy, knowledgeable of the al- 
ternatives and knowing that he or she must pay the full cost of whatever he or she 
chooses to buy, decides whether to purchase a desired good or service. But these 
conditions are not usually true in the case of most expenditures for health. The 
consumer (patient) is largely ignorant about the quality and even the price of the 
service' about to be purchased. Indeed the medical profession generally aims to 
keep it that way; their **ethics*' do not permit them to advertise. Thus efforts of 
self-designated **public interest*' groups to provide consumers with knowledge 
about doctors' speciahies, education, charges, and records have been resisted. 
Professionals sometimes (and not only doctors) favor competition for others but 
resist it in their own profession. 

Once the paUent has chosen a doctor it is usually the physician who decides 
whgt the buyer is to purchase in the way of medical care. Since so vital a thing as 
health is involved, the physician is probably told to spare no expense. Few of us 
would give our plumber or auto repairman or even our school superintendent 
such freedom. It is we who will pay the bill but our doctor who influences our 
demand for his or her services. Our doctor, of course, will probably be concerned 
about the costs to us. But even his or hefyufigment may be influenced by the fact 
that most patients, protected at least in part by insurance, will not directly have to 
pay the full cost. Also the modern physician, threatened by potential malpractice 
snits, may be prone.to be indifferent to the patient's costs, A less expensive 
procedure could be at the ^'cosi'* of an. expensive negligence involvement by the 
doctor. 

The Suppiy of Health Services 

There are /likewise complications onnhe supply side of the m^ket for health 
'services. For example, the limited supply of doctors is in part doctbr-made. Why? 
Although the incomes of doctors are generally high (a situation which should 
normally increase their supply), their number has been restricted ;by 'limited ad= 
missions to medical schools. SinWarly, the medical profession has established 
rules thai forbid nurses, pharmicists or paramedics from pjirforming services that 
doctors normally perform,XLikewise the medical profession has-often opposed 
innovation in medical organization. Of course in all such cases the profession 
justifies its position in terms of what it believes to be in the pubHc interest. This 
practice is a nearly universal **political" act. It is a practice of most professional 
groups who control a highly valued service or good. There is a potential monopo- 
list in most of us! 

Our ecohomic policy alternatives relating to the market(s) for health goods and 
services become clear. Shall we try to make those markets more effectively 
compeiilive? Or if that is impossible, or will have undesirable results, how may we 
develop effective systems of self-control and/or public control? In general, then, 
how may we best organize the health services industry and markets so that they 
will be efficient in the meeting of human wants, and equitable in the way they serve? 
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Instructional Activity No. 3 

ComparisoiTof Private Insurance Plans with 
National Health Insurance Plans 



Recommended Vm 

Time Required: 
Materials Required * 



Rationale: 



Concepts: 



Developmental activity for nth-12th gra^e classes in Con- 
temporary Issues or Economics, ^ 

Three-four 45-minule class periods. 

Student Reading No. 3. Either of the following sound film- 
strips: **The Economics of Health** (Joint Council on Eco- 
nomic Education Economic Topic Series, 1212 Avenue of 
the Americas, New York, NY 10036) or **Health for Air* 
(The New York Times Current Affairs Series, Teaching 
Resources Films, 2 Kisco Plaza, Mt. Kisco, NY 10549). 

To assess costs and benefits of private health insurance plans 
versus proposed National Health Insurance (NHI) plans, 

Cq^Is and benefits, economic incentives (and disincentives), 
power, interest group. 



Instructional 
Objectives: 



1 After viewing the filmstrip, students will: 

a. recall major factors leading to increased costs for heaJth 
care goods and services, 

b. Slate reasons for and give examples to illustrate present 
distribution patterns of medical services. 

2. Students will compare types of coverage provided by dif= 
ferent types of private health insiirance plans, 

3, Given information on the major national health insurance 
proposals, students will: 

a. state and/or compile a list of the costs and benefits 
of each, 

# 

b. identify interest groups mdst likely to support each 
plan and those most likely to be opposed, 

c. assess each plan in terms of its potential economic 
and political consequences. 



Teaching Strategy 

1. Show frames 1-47 of filmstrip '*The Economics of 
Health** (or if using **Health for All,'* show 
frames 1-30), 



Show remainder of filmstrip. 

3. Poll students to see how many of their families 
have private health insurance coverage. 



Pupil Activity 

After viewing these frames, discuss the following; 

a. What are the major factors that have led to in- 
creased costs for medical goods and services? 
h-^^'^hat were the reasons given for the unequal dis- 
J tribUtion of medical resources in the U.S.? In what 
areas would you expect to find a. surplus of doctors? 
A shortage of doctors? 



View filmstrip. 



Indicate whether family is covered, by some sort of 
private health Insurance plan* 



EKLC 
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4. Distribute Student Reading No. 3. While students 
are reading handout, write the following questions on 
the board: . 

If the government became the sole source of pay- 
ment of health bills, what would be the incentive to 
keep costs down? 

What would happen to demand for services if 
government paid all medical costs? Could our 
present health service handle the demand? Gould 
the taxpayer handle the cost? 

Noie: Additional questions for guiding student dis= 
cussion of costs and benefits of NHI plans are pro- 
vided on p. 37, 

5. Have students select one of the following for research; 

a. Reasons for AMA opposition to national health 
insurance plans over the past 40 years. 

b. National health insurance plans in other countries 
(e.g.t England or Sweden). Vor a description of 
, national health insurance in England you might 

refer students to **The HMden Cost of Womb to 
Tomb - Britain's Plan,*- Forbes, October 15, 
1974, p. 41. > 

6. OPTIONAL: Have students ^^^^re position papers 
and debate the following: ^Solved, theUriited 
States Needs a NationarHealth Plan.'* (NpJE; An 
alternative would be to organize the presentatiori 
as a congressional bearing and assign students to 
prepare position papers representative bf the dif-' 
ferent interest groups involved, e.g., AMA, AFL- 
CIO, etc.) 



Discuss the following; 

a. Types of coverage provided by different private 
health insurance plans.. 

b. Strengths and weaknesses of private health insur- 
ance plans. 

Using information provided in filmstrip and reading* 

a, discuss questions written on the board, 

b, discuss and compare costs and benefits of each of 
the proposed national health insurance plans 
described in the reading* ^ 

c, identify interest groups supporting each plan, 

d, identify interest groups most likely to opposed 
to each plan and state why you think they would 
be opposed. 



Select a topic and working individually or in groups 
conduct research study. 



In preparation for the debate, prepare a position 
paper including the following: 

a a statement of his/her position on the debate 
question. 

b. the action (or specified plan) he/she thinks should 
be implemented. 

c. costs and benefits of the proposed actions as com= 
pared with costs and benefits of other alternatives. 



# 
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National Health Insurance Plan for tKie 1970's and 1980's 

The six Ice^ heaHh-insurance plans 



saj. 




eosf^sT isao 






B£ll£nTS ^ 

\> 




Committtf for 
National Haaith 
inauraece. 


$24M bUlion. 


Special board > 
within H.E.Wm 
regionai and l^al 
officis will operate 
prograna. 


Half to come from 
Federal general - 
revenutej half from 
special taxesj 
1 ptreent of payroll for 
employees, 2,5 percent 
for employee and 
self-employed. 


InstiMtiona] services: hospital care, skilled nulling facilitJes 
up to 120 days. Diagnosk and ti^atment: physicians' , 
sirvT^, lab and X-ray, home htalth ^rvicas, pr^riptlon 
drugs (for chronic illnesses); medical suppltes and 
appliances. Other service' pli^sical ch^kups, well^child 
care, maternity, family planning, dental care (up to age 25), 
viilon care and ^tglasses» hearii^ mre and heiuring aMs. 
Patient c^t^sharing: none. 




No formal iupport. 


$11.3 billion. 


Iniurance through 
private carriei^i 
states to su^rvise 
under federal 
regulations. 


Employer-effiployee, 
premium paymentSt 
with employer 
paying 75 percent 
(65 ^rcent 
first three years); 
special provisions 
for small employers 
and those with high 
increajef In payroll 
costs. 


inititutional^seivices: liospithl c4ifB^ akilltd nuking 
facilities up to 100 days. Diagnosis and tr^tment^ 
physicians' services, lab and X^ray, home health services 
(up to 100 visits), ^^criptidn drugs, medical fuppliei 
, and appliances. Otl^f serviees: weU^hild care; ■Riateniity, 
family planning, dental care (under age 13), hearing c^re 
and hearing aids (under age 13), Patient cost^sharingt .\.[k 
annua! deductible* of $150 per pei^on: 25 percent { ^ 
coinsurar^e,** with annual ceiling of $1,500 per family^ 




American Moipital 
Ajsoclation. 


$25J billion. 


Private Insurajice 
carriers under 
state supervision, 
according to 
Federal guidelines. 


Employer-employee 
premium payments, 
with employer paying 
at least 75 percent; 
Federal subsidy for 
low^income workers 
and certain small 
employeri; patients 
enfuljing in a health^ 
care cor^ration get 
10 percent subsidy. 


institutional services: hSigital care up to 90 days, skilled 
nursing facilities (30 days), health-related custodial rmrsing 
home care (90 days). Diagnosis and treatment: physicians* 
services up to 10 visits, lab and X-ray, home health services 
(100 days), preseription drugs limited tg ipecified 
conditions, medical supplies and appliances' Other Services'. 
physKaJ checkups, weU-child care, maternity, dental care 
(under age 13), Vision care and eyeglasseB (under age 13). 
Patient cost-shajing: coinmirance (20 percent) or 
co-payments** (up to $5) on most items; special "catas^oj^ic" 
provisions become effective when patient's out-©f*podcet 
expense reach a specified amounts 




American Mfdicai 
Association. 


$20.3 biliionj/^ 
» 


Private carriers pro- 
vide insurance 
under itQfe supers 
Viiion; regulations 
issuedyby a new 
FedCfiBl board. 


Employer-employee 
premium payments? 
with employer paying 
at least 65 percent; 
small employers get ' 
Federal help as do all 
»empIoyers with 
unusual payroll cost 
increases; self- 
imployed pay own 
premiums but are 
assisted by income-tax 
credits computed on a 
sliding scale (the lower 
the Incorni, the 
higher the credits). 


Institutional service' hospital care, skilled nulling 
facilities up to 100 days. Diagnosis and treatment: physicians' 
iervicGs, lab and JC-ray, home health services, medical 
supplies and equipment. Other services: physical checJaips, 
welUchild care, maternity, fafnily planning, dental care 
(under age 18). Patient cost-sharing: 20 percent coinBurance, 
with an annual maximum of $1300 per person and 
12,000 per family. 




Health Insurance 
Association of 
America-. ^ 


ill billion. 


Insurance adminis^ 
tered by private 
carriers undf|r state 
supervision; plan is 
voluntaiy. 


"Employer-employee 
preniium payments^ 
the ratios to be 
negotiated between 
them: low^income 
workers pay less; self^ 
employed pay entire 
pren5ium; all partici- 
pants eligible for 
special tax deductions. 


Initituticnal servicesi hosphal ca^, skilled nursing 
faeiiitles up to 180 days. Diap^osis and treatment: physicitss* 
services, lab and X-ray, home health care (270 days), 
prescription drugs, medical supplies and appliances^ Other 
services: well-child care, maternity, family planningj 
dental care (under age 13t one visit), vision care (under 
age 13, one visit). Patient cost- sharing; annual deductible 
of $100 per persons 20 per^nt coinsurance on all items, 
with annual family limit of $1/000, 


RIbUoif 


No formal support. 


S9M billion. 


Employers and 
employees have 
two chetces; to join 
Fejeral insurance 
program adminls^ 
tered by or 
to buy private 
insurance from 
federally approved 
caniers, under 
H E.W. supervision. 


Employers pay 1 
per^nt payroll tax 
and are allowed 
similar provisions for 
self-employed. 


Institutional service; hospital care, skilled nursing faciliti^ 
Up to 100 days. Diagn^s and tr^tment; physicians* 
sirvicei, lab and X^ray, home health services, medical 
iupplies and appliances. Other service: Kone. patient 
cost-sharingi first 60 days of hospitalization net covered; 
first $2,000 in family medical expenses not covefed. 



*DiduEtlbli: PitieDt'i ihafe of gnnual medical costs bffarg insurinee coverage begins. 
**CeiQiurancir tht pfrcentage af i givtn biil that li chirgtd to fhf patient, 

•^'Capiyment! a flat ritt chirgtd tQ tht Iniu/td patienf on sptctfie ItEma (^uch at $2 pfr of flee vlilt). 



01 1577 by The New York Times 

Repnnted by permission , f ^^^w York Timrs M.!^.izmc/Janunfry 9. 15^7 

36 4 y 



National Health Insurance Plans 

•j^ i ' i' - — - - 

^ Questions for Discussion 

1 

1. Would the proposed NHI plan result in more equitable distribution of health 
care services among the various socioeconomic groups? 

a. Would it increase the quality, amount and types of health care services 
avail|ble to various segments of the population? 

b, Would it result in a reduction of personal expenditures for /^catastrophic'* 
iUness? , 

. c. What effect would the plan have on heaUh care for the poor? The non- 
T; ^^oor? The young? The aged? 

2, Does thCfproppsed plan include built-in incentives or disincentives for: 



a. ^Cj0<^c)^ntrol? 

b. ^etfyieijt use of resources? 

c. ^M^I||"Ayfng the quality of services? 
d^ curbing excessive demand? 

4 Would^bgpl^n result in increased costs to the taxpayer? employer? employees? 



4^ WHat jnferest grotips or segments of the population are most likely to suppbrt,; 
the pfg^nTtWhat groups are most likely to be opposed? What is the relative 
|iver of these groups? 




urn^nts might a Congressman or Congresswoman use in explaining 
constituency why he/she supports the plan? Why he/she opposes the 




FocUs for. disau^ipr^: by V;, /Ciijliard, Curriculum Specialisi, Joint Council on Economic Edu 
ca(i\ir); !2Va Aver}U9prihe Americas. New York, NY 10036 
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Instructional Activity No. 4 

"Health Maintenance Organization" 
^A Better Way to Receive Health Carel 

Recommended Use* Developmental activity for ilth-12th grade classes in Con- 
temporary Issues, Economics and Government. 

Time Required! One-tWo 45-minuie class periods. ^ 

IVfgterials Requiredr Student Reading No. 4. 

Rationales To explore alternative methods of delivering health services 

with emphasis on prevention and early diagnosis. 

Concepts^ Costs and benefits^ public policy. 

Instructional j - 

Objectives: 1. Given the reading '**Health Maintenance Organization^'' 

the student will: j 

a. state at le^st two advantages and two disadvantages 
of HMO's/ 

b. describe actions of the Federal Government for en= 
couraging the growth of HMO's, 

.^ 2. The student will compare costs and, benefits of HMO ^@>''^i 
with those o'f conventional health insurance plans. ' 4' ;-- 

Teaching Strategy Pup<l Activity ^ 

1 . Distribute Student Reading No. 4, After reading handout, 

a. list advantages of HMO over the fee for service 
system. ^ 

• b. list disadvantages of HMO, 

c. list at least two examples of governmental in- 
fluence on the growth and development of HMO 
plans, * 

2. Have^studentS select one ofthe following assignments: Working individually or^n small groups select assign- 
' ^ ' ment and complete tasks indicated. 

a. Identify and write to a certified HMO plan and 

ask for Information about HMO's in your area ^ . , ^ . 

or state. 

Research and report on activities of the Federal 
Government for encouraging growth of HMO*s, 
As a start, you may consult the following: 

**Health Maintenance Organization—Are They an 
.Answer to Your Medical Needs?'- Consumer 
Reports, October 1974. 

"^^^^ OR * ' 

"One Stop Health Care'-How It Works," ^ 
U.S. News and World Report, January 21 , 1974, /V 

38 ■ ^' :'■ V;, 



Write the following on the board: Discuss quesUons, comparing costs and benefits of 

HMO's with costs and benefits of private insurance 

a. What are the advantages and disadvantages to a plans, ' - 
doctor in joining an HMO plan? 

b. Account for the following: Subscribers to HMO 
use hospital facilities less ,and have fewer 
surgical procedures than patients who use the 
Blue Cross-Blue Shield plan. 

c. Why would an HMO plan not help families 
with incomes under $5,000 a year? 

d. Do you think, you would favor an HMO plan? 
Why or why not? 

e. Do you favor present governmental policies 
toward HMO plans? Why or why not? 




\ 
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Studenl Reading No. 4. 1 

Health Maintenance Organization 

An HMd plan assembles a number of health services under '^,one roof for its 
voluntarily enrolled members, instead of charging a; fee for each service, the 
HMO collects a lump sum ia advance from subscribers— roughly $600 to $850 a 
year ($50 to $70 a month). For this money, a subscriber lb an HMO plan will get: 

a. Physician services including consultation and referral to other doctors in*' 
thelpitan. 

b. A^l in-patient and out-patient hospital services including lab and radiation 
' 4.rtd X-rays, 

cyjjpfemergency care/when necessary. 

d. Health care at home. 

e. Physical check ups, 

^ f. Dental exams for children under some pjans. 

In summary, HMO plans can usually provide all the medical care a subscriber 
needs under a single roof with one telephone number which can be used 24 hours 
a day, seven days a week when needed. 

Backers of these plans say the cost will be less than the fee of services practiced 
by most doctors and over the long run will lead to lower health care costs since 
HMO physicians emphasize preventative care and early treatment. 

Two complaints are oft^n voiced in criticism of HMO's. Some people say the 
HMfO^s are too impersonal, A patient does not get to know the doctor who is 
treating him because he may qfee a different doctor each time he uses the service. 
Others feel the system is too rigid in the rules it sets up for subscribers. 

The governipent has backed HMO with funding for planning and establishing ( 
new HMO*s around the country^ . , 

The Department of Health, Educatidn, and Welfare announced rules late.m 
October 1975 that ma^ate employers with more than 25 workers to offer thdi>.^,')^ 
employees HMO plans as an alternate to standard health insurance, -^^^ , ^ 

**the regulation, which would take years to implement fully, would requirr 
some 400,000 employers to allow workers to buy insurance coverage in which they 
pay a set fee for all health care," 

''Development of these plans over the last few years, however, has been slow 
for sel^eral reasons. The plans are expensive to establish, premiums are high and 
enrollment of patients is always very slow. Also, the Federal Government lowered 
its initial enthusiasm for the plans, many of which had been developed and 
planned with public assistance, 

**ln addition, the standards for service that a plan must provide to qualify for 
Federal endorsement, are very high. Only five plans have received such endorse^ 
ment thus far" (The New York Times, October 25, 1975). 
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'A. Instructional Activity Nov 5* * 

'■'^'^'^r n'-'-l-' Health Care Values f > 

Recommended Usei eulmlnating activity, after siudents have examined health 
care problems, and various plans for national health insurance.. 

^br'llth-12th grade students in Contemporary Issues, Ecd-" 
nomics or. Governnient classes,^ ! 

Time Required! Hwo-three 45-minute class periods. 

Materials Required^ Student Readings N6s, ^5-10. ' * ^' . ' 

RfltioMatet To enable each student to clarify .his/her.jposition on issues 

pertaining to health care and to examine processes through . 
; which policy issues are resolved, ^ ■ ^ ' - V - ' 

Concepts: , Slcarcity* opportunity cost* public policy. 

Instructional = ' ^ 

Objectives: \ 1* Given readings representing different viewpQints on health 

4- ' care needs, the student will: 

S V * ' - ^i ' "-^^ * 

: a, identify the values on which different viewpoirtls.iare based, . 

; w ^ ■ b. state hi^/her position on proposed policies, ;^ . 

'-'V ■ ..... . ^ 

c, justifyS.hiVhc^' position in terms of explicitly stated 
..yaiues/gbals^ - ^v.^ ^- ' 

2. Given alternative uses of limifed national resources t^e 
student will: -r^' 

a, identify and' discuss the opportunity cost of increased 
golerntnent expenditures for health care services, 

b, indicate both verbally and in written form how he/jhq, 
thinks resources should bf allotated, y ' ^ 



c, compare his/her response with that of other class members, .Js^'y 

d. compare problems.and processes for resolving conflicting ^ 
views of class members to problems^ and processes In- , . 

volved in making policy decisions. 



Teaching Strategy Pupil Aclivity ^ . r ° , 

1. Distribute Student Readings Nos, 5-9 and w;ite Read handouts, ■ . 

the following questions on the board. 

a. **The health care crisis is largely a crisis of ^ Discuss que^^tions, noting the different values on 
money. Under the present system of health which individual responses are based, , 
financing, income often determines the quality 

of medical care people get in America." > ^^i^. 

(agree or disairee) ,s ^ ^ 

b. Is health care a basic right like Jood, ^shelter, Summarize pros and cons of increased governmental 
or just a privilege for .those able to pay? expen^iturqi for health care, 

c. How important is it for a patienjfl to' have free . := 

choice of physician and hospital tMhen III and in . 
/ need of medical care? • * ' . " \ 
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'd. If the governmeftt ra^^s ta;5es ar\d speftds jtiore 
money on heap csirfe^ will this guar^mte better 
health for Am^Wcro-qltizens? ' ' :! . 



2. Distribute Student ..Reading tworksheet) No, 10. 
DirecV'students^iridividuaUy to rank items on the'", 
list, beginning with the item they feel should receive 
highest priority, this is a "forced choice" exer- , 
cise; consequently, students are to assume that if 
the money is allocated for the item ranked number 
one, they must forego all other items on the list no 
.matter how desirable these yia^ tie, 

« ^' ^ . 

3, As a means for introducing (or >rein forcing) the 
concept **opportunit^ cost," I. ^^]^ 

a. Qsk\ Did you have any problem deciding what 
should be ranked highest? Were there other 
items on the list for which you would have liked 
to allocate funds? If so, what are they? 

b. explain economists* use of the concept. 

c. have individual students indicate the program 
they ranked as number one and to state the op= 

!v portunity^cosl of their choiSs. 's':. . 

4. Ibire^^' stiid^nls. tD assume they are represehtatives ^ 
\ ' in; Cpngrfess and are faced with \\\t prdVlern of^ 

" decidlhg -ai a ^body how funds arje^ to be all otated . 
Ask: As a member of Congress what would be ' 
the major consideration that would influence your 
decision? ' 

5, Ask students which of the fof)owing is closest to 
their personal position with regard to national he^alih 
insurant,- ' ■ 

a. Complete national health insurance (e.g,, the 
Kennedy-Cofnian Plan) . -f ^ 

by Limited national health insufan^/^sffll using 
^/ private health insurance companies (e/g., AMA- 
Mediqredit) . ; \ 

c. Keep preseni system with'ia Tews modifications 
" where need^. < 

Divide class into groups, placing^ students taking 
^the same position in the same group. 



Inbividu^ly complete ranking exerpise; . \ 



I- s 



Using responses given on Worksheet, state and discuss 
opportunity cost of government expenditures for 
health dare, programs . 



Identify and discuss factors that .influence policy 

decisions,.^ * ' , 



Indicate the policy, that most closely reflects his/her 
personal position, ' . - . 



V 



Using information from previous reading and discus- 
sions, preparg a 'summary of the major arguments 
supportingnthe group position. 

Select one person to present the group position to the 

class, ' ' ' * 



6. Following group presentations provide opportunity 
for individual students (through discussion or written 
statement) to indicate if they have changed their 
position on NHI as a resuh of the group arguments. 
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student Reading No. 5 . 

' Agreed/Vlere Gomes National Hdalth lnsurap.ce 

The growth of public and private insurance in recent years has made national 
health insurance seem less- radical but npt less necessary. The qurrent mix of 
public and private programs is uneven and widely acknowledged to have af 
rieplst three glaring defects.* . ' %^ 

,; First^oT ailj ihei pobf still have very jnadequat^ coverEige'^ In 1970* only 39Wq qT 
persons under 65 with incomes under S3CW0 had any hetpital or surgicallnsiffrince 
compared to 90% of those with incomes over fflS.OOO. Second, few Arhtfrlcart#are 
protected against catastrophically high medical bills. Most Insurance plans have 
upper limits (the benefits cease after a certain number of days or dollars). Third/ 
.the system. is^'biased tdWard hign costvcare which discpuraitis preventive fnidicine 
and does ncpthing to promote efficiency. Since 'm4ny patients are covered , for . 
hospitalizatipii. but not for other fo,rms of care, doctors h^y# a t^ftdpncy to order 
hospitartzation in order to reduce bills, ev^ ^^hen a: viiit to the ^liome or, tl^e.^ 
dQptor*$ office would be just as effective. Since checkrUpS and preventive midicine^ 
ofteti are not covered, patients may neglect conditions until they become acute 
and. rf<quire costly medical care. These deficiencies in the current system Ifa-ve led 
ptople .tp. the position, that some -kiTid of national health insurance is needed to 
accomplish three objectives: /j' 

1. to have aiccess to medical care without financial" hardships. ■ 

2. to protect feveryone including middle inco^ and upper income ; 
people against catastrophic illnesses, . " 

; }3, .^ increase in^ntivcs for using preventive medicine and managing ■ . 
- * ' , health institutions effectively. - - .i * ■ = 



Alice Rivlin, The New fork Tinies MuMaziM^r }u\y 2 \ , 1974., Reprinted by permission. 



Stutfent Reading N^. 6 

edical Care for the« Underprivileged Population' 

^ - ■ ■ 

^ \ 

at is the rdatioitehip b|t>^eeri pov«rty, sQcld-economic qiass, race and ^pod 

th? P ' \ ^ : 

recent assessment of 'poverty "and health differences betweeh deprived 
__ rkans and thqse reasonaDly yell off su|nmarizes the situattqn this way- Heart 
disease* hypertension* arthritis^ mental disuse,* visual impairment and orthopedic 
disability are all mor^ common aniong the poor. Death rates'from tuberculosis,^ 
syphilis* influenza, pneumortia* and vascular lesions of the cmtrai nervous system 
arejwice as high amQng nonwhiies as among whites. With proper adjustment for 
age, heaff disease* stfofee and ?ancer are all more frequent in the ghetto. 

For the pgor* risk 5f ;dyifig ulider the age of 25 .is four times the national average. 
Life expectancy aWong the^nonwhite population is 63.6 years as compared to 70,2 
years in ,the while population. The maternal mqrtality, rate among nonwhit^s is 
90.2 ^Vr *J^0OO as compared to 22.4 per 100*000 in wHites, The infapt mortality 
rates of honwhites.in 1940 was 70 percent greater. According to the United States 
Childrep'stiureau, infant moriality fises as family income decreases. Fifty percent 
of poor^bhlldrenjWB Incompletely immunized against small pox gr measles. Sixty 
percent of poor fflldren have never seen a dentist. If they are poor, and if they 
are^lack* Jonathan Kozors De^h at an ^ly Age literally applies. 

^ ^ ' ■ ^''^ 



Charles R. Creen, The England Journal of Media 21, 1970. Reprinted by permission 
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Studtent Beading No; 7 ! 

* ' what Is Good-Health? «^ ' i * . " 

Any way you look at it* a great deMl of money Js'ipent on medical cdfra fti the ' 

Do^es that mean, then, that Americans are th^ >vorld's healthiest ^eople? No, Ift 
fact, they are embarrassingly low on the totem pole, ' v c 

Two, Indicators _U|ed. to meamre quality of health are " the rale of . infant' 
mortality and life expectancy, In spite of the money spent, the y*S. ranks thirteenth 
in infant mortality*. In short, twelve mother nations^induding Sweden, . Iceland, 
Switzerland, Japan, Canada, and France--fiavjfc a bett^ recprd of preserving 
hun^an life in the infant years. . ^ ' 

When it comes to life expectancy the record is even worse. U.S. Department of 
Commerce statistics^ show that in 21 other natibns people live longer. An: 
American born in 1971 can, on the average, expect t^filive to his or her 71st 
birthday, That's a big improvement over the year 1900; when Americans could 
courtt on living^only about SOfyears, But it it still less than peopjie living in such 
nations as the Netherlahds, Canada, Israel, Japan, Denmark, and'Britain. 

It is:-becoming Intyreasingly clear to many people that just spending n^oney on 
Health, isn-t the only> answer. More and more of these p^opU are coming to the 
copelusion that "good health". Is also the result of a way ot lifer a way of life that 
Includes a good diet, a reasb&ble pace of life, and a decent environment^ — one 
with^relatlvely clean air, adequatesyying quarters, and tolerable noise levels. 

**It is true that the poor do not hav^as great an acctss to mediqal care,** says 
.Dr, Peter Isaacson, isaacson^s chief of the*departnient of preventiye medicine and 
environmental health at the University of Jowa College Of Medicine, 

**But consider^the other phenomena to which they ^are subject! , malnutrition, air 
pollution, poor education, more frequeft pregAan/eles, higher rates of venereal 
and other diseases, inadequ|te housing, inadequate' sanitation^ inadequate rodent 
controhand even inadequate clothi^." , V 

"Do nc^ne of these factors have any relationship to health?'* Of course they do 
he. says . . . . " ^ ^ , \ \ * " 
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SeniorSchoiasfic, March 20^ 1975. p. 13. RepHnietf by permission 
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^ Stttdent Reading No. 8 

National Health insurance 
f Will It Promote dostly Ted^inology? ' 

^ . ■ 

What impact would national health insurance have on medical practice and 
medical research? A number of experts are afraid that jthe side'effects of national 
plans may be highly undesirable, ' •« • j ^ 

, Some econotnists have been predicting that nattonal hedto insurance will mduce 
more and more people to opt for hi^ly ex^nsive and elaborate fpnns pf treat- 
m'^nt, such as extra testSj unnecessary surged and elaborate terminal care. The 
trend would then be to bias medical care in favor of expeit^ive technology inten» 
sive procedures/ And since' resources ari finite these actiyities would drain away 
fund^ and manpower from lower cost care. An example othigh costly technology 
is a decision by Congress to illow medicare^ to insure patients on the **kidney 
machine*' (renal dialysi|^/This machine prolongs the l&e of and st9|e kidney 
disease sufferers at the cost of $10,000 to $40,000 a patient. This proviiipn which 
tofti 135 million the first year could cost one billion doiiari to help 60,000 patients 

peryear, ' j 

Profes^^r Somers of Princeton (a medical economist) stressed that trade-^offs 
are agoing to have to be made and coverage limited: Getting people to accept the 
fact of limited resources for health care has been hard, because you end up 
saying, "someone has to be allowed to die." 



Deborah S\\ipekyi Science, November 1, 1974, Reprinted by permission. 



student Reading No. 9 

Health Care for All? 



We must ask ourselves, therefore, whether it is worth it to go toward NHL With 
the limited resources avaflable to meet our vast needs, we cannot afford huge 
expenditures on unnecessary medicine. The 1973 budget study of ^he Brookings 
Institution pointed out that public funds spend on NH! would not be avaltabl^ to 
meet "other high-priority public objectives,-* Unfortunately, jthe American public 
seems willing to devote only a slowly growing portion of its GNP to public 
expenditures. Given the politicaUeconomic reality, the value of NHI must be 
weighed against the value of thrsocial programs elinfiioatfd from consideritlon by 
NHFs high costs. The loss of social programs will escalate with the cost of the 
government's commitment to current payment mechanisms. 

The poor, whose health is the worst and whose need the greatest, >^ill suffer 
most from the distortion of social priorltiesr After a study, of the links between 
povertv and health. Professor Monroe Lerner of the Johns Hopkins School of 
Medicme, concluded that the poor experience ^^substantially |iigher rates of 
overall mortality, infant mortality, and severe illness- * than those in higher income 
brackets, Lerner suggests that programs designed to alleviate pdverty will also 
improve the health level of the poor, 

Lerner*s conclusions may surprise us because we are accustomed to assuming 
that medical care is the only critical determinant of health. But medical socioU 
oglsts have documented a wide variety of cultural, behavioralj and environmental 
factors which contribute substantially to health or illness. 

Inadequate housing, nutrition, clothing, economic security and education 
contribute to the total poverty environment and to the ill health of the poor. If the 
poor lack access to quality ^ledical care, they also lack access to equality housing, 
good iobs, and nutritious food. Social programs which help alleviate these 
elements of poverty will substantially improve tbe health level of the poor; they 
will also be the programs most likely to go under-funded as escalating medical 
costs consume available public funds. Rather than march blindly toward some 
vague and distant goal of national health insurance, we mustv begin to ask 
ourselves, "Where are we going, and do we really want to go there?'* 



^-*^ievf Siade, Progressive, April 1974. Reprinicil by permission. 
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student Reading No, 10 

Federal Budget Exercise 

Suppose the U.S. Congress were faced with the decision to allocate 
$100*000,000 for new domestic programs. How would you recommend the money 
be spent? 

1 . Food stamps for poor Americans 

2. Research on cure for cancer 

3. Programs for reducing unemployment ^ 

4. Expanded health care coverage fpr the elderly 

5. Research and development of new sources of energy 

6. Houiing for low income ^milles 

7. -. Grants to local and state governments for crime prevention and control 

8. Grants to local governments for education needs 

■ . . -.^ . . 

9. Preventive medical services for the poor 

Rank the above-mentioned nine items in order according to your priorities, i.e., 
which program would you give the highest, which the lowest priority, etc.? 

^ ' Rank Program No. 

Highest Priority [ 



2. 



6. 
7. 
8. 



Lowest Priority 



Focus for discuSMon: by S.^well Symmes. D^dr of Curriculum. Joint Council on Econofnic 
Education. 1212 Avenue of ihe Americas. New YorW.,NY 10036 . *^ 
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